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FOREWORD

HPHE story of Sunkist Growers, Inc., is one of agriculture's success

stories of the 20th century. A pioneer among federated farmer

cooperatives, its accomplishments have encouraged cooperative devel-

opment both at home and abroad.

Sunkist Growers, Inc., has long been recognized by the U.S. Depart-

ment of Agriculture as an organization whose efforts merited study

by other groups^ interested in agricultural cooperation. Because of

Sunkist's position and experience, the Department has issued several

publications dealing with its organization, structure, development,

growth, and services.

As early as 1924, in response to continuing requests for information

on Sunkist, the Department issued a publication titled Organization

and Development of a Cooperative Citrus Fruit Marketing Agency
(USDA Bulletin 1237, by A. W. McKay and W. M. Stevens). In
1940, an expanded publication, The Citrus Industry and the Cali-

fornia Fruit Growers Exchange System, was printed (FCA Cir-

cular 0-121, by Nephtune Fogelberg and A. W. McKay)

.

In 1950, a revision of the 1940 circular, The California Fruit Grow-
ers Exchange System, was published (FCA Circular C-135, by
Kelsey B. Gardner and A. W. McKay)

.

Since 1950, the California citrus industry has undergone a virtual

revolution in both production and distribution patterns. And in

1958, Sunkist Growers, Inc., itself underwent a substantial reorganiza-

tion. In 1959, the entire organization structure was revised con-

siderably. This report is intended to bring the reader up to date on
Sunkist operations.

A large part of the material contained in Part I—History—came
from references cited in the bibliography. Readers interested in

additional historical details will find much useful information in

those references.
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Sunkist Growers, Inc.

A California Adventure in

Agricultural Cooperation

Irwin W. Rust and Kelsey B. Gardner 1

THROUGHOUT the United
States and in many other coun-

tries, citrus fruit trademarked

Sunkist is known and valued for its

dependable quality.

The farmer cooperative that

made this trademark famous—since

1952 known as Sunkist Growers,

Inc., with headquarters in Los

Angeles, Calif.—has been a source

of interest for over 60 years to stu-

dents of agricultural cooperation.

The experience of the California

and Arizona citrus producers who
are members of this association has

been an inspiration to others who

1 Irwin W. Rust is Chief, Membership
Relations Branch, Management Services

Division.

Kelsey B. Gardner is Director, Manage-
ment Services Division, Farmer Coopera-

tive Service.

strive to solve their problems coop-

eratively. Sunkist members, con-

fronted with problems of distance

from market, of competition, and
of developing marketing methods
to meet those problems, built a co-

operative marketing mechanism
that has served them well.

In establishing an efficient mar-

keting organization, California and

Arizona citrus growers demonstra-

ted to other groups what can be

done cooperatively through stimu-

lating demand for citrus products;

through extensive use of research

in nutritional, byproduct, and mer-

chandising fields; and through de-

veloping dependable sources of

production and packinghouse sup-

plies.

Sunkist maintains sales offices in

every major market in the United
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States and Canada for maximum
distribution of Sunkist products.

In all, 52 district sales offices and
suboffices, staffed by salaried em-

ployees, help maintain daily contact

between producer and consumer.

Continuing Sunkist research has

uncovered many hidden nutritional

elements in fresh citrus—elements

such as Vitamin C—protopectins

—

bioflavonoids—and many others.

Some 400 orange, lemon, and
grapefruit products come from two

Sunkist processing facilities.

Sunkist maintains a communica-

tions system that is nationwide,

complex, and high-speed. Instant

teletype messages assure quick ac-

This was Sunkist's first newspaper advertise-

ment. It appeared in March 1908 in the

Des Moines llowo) Register and Leader (See

p. 47).

tion on all of its sales transactions.

In 1958, Sunkist celebrated 50
years of Sunkist advertising. In
those 50 years, the name Sunkist
had become synonymous with citrus

fruit in the minds of millions of

consumers.

In these and other ways, Sunkist
Growers, Inc., has continued to ful-

fill the function for which it was
originally designed—to market
citrus fruits for its members. That
it has done its job well is proved by
the following facts:

It has consistently marketed over

70 percent of the fresh citrus fruit

shipments from California and Ari-

zona, although percentages of fresh

shipments of the major groups of

citrus fruit vary somewhat from
this average figure. For oranges,

the percentage in 1958-59 was 73,

for lemons 79, and for grapefruit

46.

The purpose of this publication

is primarily descriptive. An under-

standing of the organization struc-

ture of the Sunkist system, includ-

ing its services and general methods
and scope of operation, should be

helpful to those operating or plan-

ning to set up farmer cooperatives,

regardless of commodities handled,

size of organization, or geographi-

cal location.

The reasons underlying the be-

ginnings of Sunkist are particularly

important because of their wide-

spread and varied character. This

publication also is designed to meet

the strong and continuing interest

on the part of students of agricul-

tural cooperatives for current ma-
terial describing the Sunkist system.

2



PART I—HISTORY

The "parent" navel orange tree still stands in Riverside, Calif,

All navel oranges originated from grafts of this tree and
its descendants.

3



Economic Need for Cooperatives

T HE growth and development of

Sunkist Growers arouse the in-

terest of those concerned with the

objectives and practices of agricul-

tural cooperatives. 2 The earlier pe-

riods appear particularly impor-

tant. It was during this time that

the need for the organization be-

came apparent and steps to meet

this need were taken.

Citrus marketing agencies, as they

existed in the 1880's and 1890's, rec-

ognized basic cooperative princi-

ples essential to successful opera-

tion. Marketing practices were

inadequate. Efforts toward solu-

tion of the problem came about

through trial and error such as the

abortive attempt at cooperation

with other marketing agencies dur-

ing the California Fruit Agency pe-

riod (1903-04).

Growers early recognized the

need for grades and standards and
for stimulating demand in handling
and marketing citrus fruit. Most
important was the early adoption

of principles of organization which
the growth of the Sunkist system

has proved to be sound.

Citrus Industry Grows

The first transcontinental railway

connections with eastern markets,

completed in the late 1870's and
early 1880's, gave great impetus to

the citrus industry in California.

Eastern shipments in carlots by rail

began when the first carload was
sent to St. Louis in 1877. This

shipment, a month in transit, ar-

rived in good condition. Ten years

later the shipments of citrus fruit

from California totaled 2,212 cars.

In 1892-93, shipments had reached

a total of 5,871 carloads of oranges

and 65 carloads of lemons.

Before 1877, California citrus

fruit was produced for the local

market. The coming of rail trans-

portation opened markets in eastern

cities which in the years immedi-
ately following 1877 took Cali-

2 For a more complete discussion of

early-day marketing conditions in Cali-

fornia, see items listed in the bibliogra-

phy, beginning on page 80.

fornia's citrus offerings at profitable

prices.

Plantings expanded rapidly fol-

lowing California citrus growers'

entrance into new markets. The
inevitable result was over-supplies

at prices not satisfactory to growers.

Difficult times developed in the Cali-

fornia citrus industry. Lack of

efficient refrigerated rail equipment,

long distances from consuming mar-
kets, slow transportation, and an
inadequate marketing system were
problems.

Maintaining fruit in marketable
condition during the time required

for transportation and sale to dis-

tant markets was difficult. Fruit

deteriorated and decayed in transit.

Refrigeration equipment was inade-

quate. Absent was the effective

service by railroads that is an essen-

tial feature in handling California

and Arizona citrus fruit today. In

the face of increased supplies, buy-
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ers demanded heavy discounts for keting expenses was often not

off-condition fruit. With declining enough to absorb further reductions

prices, the grower's margin above in price resulting from poor condi-

packing, transportation, and mar- tion of fruit.

Growers Demand Better Marketing

Growers placed primary respon-

sibility for their difficulties on de-

fects in marketing facilities. In the

earlier years of the industry, dealers

had followed a profitable operation

of buying oranges from growers to

ship to buyers in the larger markets.

Both growers and dealers found this

desirable. By 1890, the business of

shipping and marketing oranges

from southern California was in

the hands of five or six concerns.

With the increase in supplies of

fruit, growers found it impossible at

times to sell for cash and the busi-

ness of buying oranges became more
speculative in character. Losses

became common and prices dropped
to levels below what growers con-

sidered fair returns.

Under these circumstances, the

California shipping concerns

turned to handling oranges on com-
mission. Some growers consigned

their fruit directly to commission
merchants in eastern markets. This

disorganized marketing resulted

frequently in market gluts, delays,

fruit decay, and losses to growers.

A series of disastrous seasons

followed, particularly serious from
1890 to 1893. These were known as

"red ink" years because growers'

accounts sales were often made out

in red ink, to reflect losses resulting

from failure to sell fruit for enough
to meet packing, transportation, and
marketing expenses.

Two primary weaknesses ac-

counted for growers' concern about
the marketing system. First, be-

cause of the number of shippers,

shipments to markets were made in

haphazard fashion, as no one ship-

per knew how many cars of fruit

others were sending to the various

markets. Overloaded and glutted

markets were the result. Price cut-

ting was engaged in to force com-
petitors out of certain markets.

The second weakness of the sys-

tem lay in the inability of the mar-
keting concern to reach into the

smaller markets in an effort to de-

velop a demand for citrus fruit.

Numerous small markets, able to

handle one car a week, would have
been seriously overstocked with the

arrival of a second car in the same
week: As a result these markets

were usually supplied through job-

bers and wholesalers in larger mar-
kets. Small markets were thus ir-

regularly supplied and at relatively

high cost. Oranges in the smaller

markets were in the occasional lux-

ury class.

These smaller markets represented

an important, but undeveloped po-

tential outlet for oranges.3 It could

be reached only by better distribu-

tion methods than prevailed at the

time. It is possible that these

smaller markets eventually would
have been opened up by the trade

3 According to the eleventh (1890) cen-

sus of the United States, the total popu-

lation of cities and towns having popula-

tions from 1,000 to 100,000 was 16,411,114

in 1890, while cities of over 100,000 in-

habitants had a total population of

9,679,960.
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but this would have come about

slowly. Many dealers did not see

the driving necessity to enter them.

Under these conditions there was a

lack of any coordinated effort which

would have made it possible to sup-

ply smaller markets in an organ-

ized and efficient manner. Faced
with a realization that the job was
theirs, growers organized to bring

about necessary improvements in

the marketing system.

Organization of Cooperatives

IN 1885, California citrus growers

made what was probably their

earliest attempt to unite for the pur-

pose of marketing fruit by organ-

izing the Orange Growers Protec-

tive Union of Southern California.

The Union neither owned nor oper-

ated packinghouses, nor did it con-

trol the packing and marketing of

its members' fruit. It did not re-

quire stockholders to use its buying,

selling, and shipping services. The
form of organization was unsound
and the Union ceased operating

after 2 or 3 years. Revived in 1890,

it was finally disbanded in 1893.4

Three other organizations mak-
ing attempts to harmonize growers'

and packers' interests were formed
about the same time as the Orange
Growers Protective Union of

Southern California. These were
the Fruit Growers Union of South-

ern California, organized in Janu-

ary 1891; the Riverside Orange
Trust, formed in December 1891

;

and the Riverside Orange Growers
and Packers Protective Association,

which operated during the 1892 and
1893 seasons.

Attempts to reflect both growers'

and dealers' interests within a sin-

gle organization proved failures.

4 Those interested in the text of the

grower contract of the Union will find it
,

quoted in MacCurdy, Rahno Mabel, The
History of the California Fruit Groircr.s

Exchange.

Future efforts were to be directed

toward building on a grower organ-

ization basis with the exception of

the significant departure from this

principle, during the period of the

California Fruit Agency effort in

1903-01.

The late 1880's and the early

1890's saw the emergence of the

grower-owned and operated coop-

erative. Records show that at least

two associations, strictly coopera-

tive in character, operated in 1892-

93. The Pachappa Orange Grow-
ers Association, near Riverside, is

regarded as the first strictly coop-

erative organization. Informally

set up in the late 1880's, the asso-

ciation was established as a non-

stock corporation in 1892. Fruit

was packed under contract, but in

1895 the association acquired a

packinghouse and started packing-

its members' fruit. It is significant

that the grower contract employed
by this association in 1893 called for

the grower to deliver all his fruit to

the association to be graded, packed,

and sold under the management ami

supervision of the association on a

variety pool basis.

In the spring of 1893, near Clare-

mont, another new and strictly co-

operative association, the Clare-

mont California Fruit Growers
Assn.. was engaged in preparing its

members' fruit for market. This

association broke away from deal-
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ing with packers and shippers of

fruit in order to conduct its business

with jobbers direct or through

brokers in eastern markets. It ap-

pears to have been the first coopera-

tive to do its own packing and direct

marketing. Organizers of the Cali-

fornia Fruit Growers Exchange
adopted this principle of a direct

system of marketing. Both the Pa-

chappa and Claremont associations

became part of the Exchange system

at an early date.

A third association, the Red-
lands Orange Growers Association,

formed in 1893, has operated con-

tinuously since that date. Al-

though at the outset a commercial

agency packed and sold the fruit,

the association management re-

tained control of its sales, with the

commercial handler paying for

fruit at f.o.b. California market

prices. In addition, the handler

was responsible for all risks of ship-

ment and delivery. This associa-

tion maintained its status as an in-

dependent local unit, selling its own
fruit until 1929, when it became

affiliated with the California Fruit

Growers Exchange.

The Exchanges

ABOUT 60 orange growers met at

Los Angeles, April 4, 1893, and
took definite action to organize a

system of cooperative marketing,

based largely upon the principles

adopted by the Claremont and
Pachappa associations. They ap-

pointed a committee, and 10 days
later it submitted its plan of organi-

zation to growers for consideration.

The committee recommended that,

eight districts be formed and local

associations organized within each

district. Each association was to

do its own packing and establish a

''purely local brand without indi-

vidual or company name attached.''

Fruit packing was to be prorated

among grower-members so that all

would have an equal chance of de-

livery. Orders for fruit were to be

prorated among the associations in

order to keep the fruit moving pro-

portionately.

Other fundamentals of local or-

ganization and operation were spec-

ified by the committee. Among
these was a recommendation to es-

tablish a central business office in

each district open to all managers
of associations in the district where
telegrams and correspondence could

be delivered. Furthermore, the

plan recommended an executive

committee for southern California,

consisting of one member from each

district, to have charge of matters

affecting all districts.

Early Associations

During the summer of 1893,

growers organized district and local

associations. At a meeting held in

Los Angeles, August 29, 1893, dele-

gates from the local associations

formed up to that time approved an

organization and marketing plan

for the associations, the district ex-

changes, and the executive board.

This board was the Executive

Board of the Southern California

Fruit Exchanges (appendix, p. 91).
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Packing oranges in a southern California

packinghouse in the 1890's.

Seven district exchanges were or-

ganized by the fall of 1893. The
eighth district exchange was ad-

mitted to membership in October of

the following year. The office of

the executive board in Los Angeles

was opened March 1, 1894.

The organization thus formed op-

erated during the seasons of 1893-

94 and 1894-95. In a circular issued

to the trade in December 1894, the

executive board of the exchanges

stated that the exchanges positively

controlled four-fifths of the orange

crop of southern California.

Estimated shipments by district

exchanges for the 1894-95 season

totaled 89 percent of the actual

total orange shipments for the sea-

son. A year later, at the beginning
of the 1895-96 season, the estimated

shipments of the exchanges were 37

percent of the actual total orange
shipments for the year.

The decline in percentage of the

crop handled by the exchanges may
be accounted for, in part, by the

growth of the industry, and the de-

velopment of new and unorganized
producing sections. But in addi-

tion, there was an actual loss in

membership.

One reason for loss in member-
ship may be found in a natural re-

action from the enthusiasm with

which Southern California Fruit

Exchanges was started. The sys-

tem did not immediately revolu-

tionize the marketing of citrus

fruit. Furthermore, growers were

inexperienced in handling their own
business, they hired some inexperi-

enced managers, and many mistakes

were made, some of them resulting

in serious losses to the associations

and their members.
Considerable decay in transit and

many rejections by buyers occurred

during the first seasons. The ex-

changes accused many eastern deal-

ers of unfair practices and placed

a number of them on a blacklist.

Some exchanges complained that

others continued to deal with the

jobbers who had been blacklisted

by other exchanges for unfair prac-

tices. Harmony among the ex-

changes was impaired and there

was a lack of complete confidence

in the executive board.

Some conflict and confusion re-

sulted from each exchange making
its own sales. Although the execu-

tive board was supposed to act as

a clearinghouse for market infor-

mation, apparently it was not al-

ways fully advised by the exchanges

when shipments and sales were

made. As a result, no exchange had

full information regarding the op-

erations of the others and all were

competing in the eastern markets.

Thus the fruit could not be effi-

ciently distributed, and it became

apparent that the executive board

must have more authority with re-

gard to sales. The general plan of

selling through brokers and direct

8



to dealers also was found to be

unsatisfactory.

The entry of growers into mar-
keting operations on a substantial

scale evoked strenuous opposition

from established dealers. Those
unfriendly to grower organization

were reported to have intentionally

flooded the markets when shipments

from the exchanges were expected.

The resulting lower prices added to

the dissatisfaction.

Another factor causing grower
dissatisfaction was the failure of

the f.o.b. California basis of pricing

and sale. This system—under
which the price of oranges f.o.b.

California was established and pub-

lished, usually twice a month for

members—was adopted at the in-

sistence of growers as a result of un-

satisfactory experiences with the

consignment method of selling. Be-

cause of lower quotations on non-

exchange shipments, fruit priced

and sold on an f.o.b. California

basis was rejected in such volume
upon arrival in terminal markets

that the f.o.b. basis proved unsatis-

factory.

The Southern California Fruit Exchange

A proposal was made in the sum-
mer of 1895 that the portion of the

original organization and market-
ing plan of the Southern California

Fruit Exchanges relating to estab-

lishing branch offices in the impor-
tant markets be put into operation.

This was approved by all the ex-

changes.

As a part of the plan to strength-

en the sales program, the Southern
California Fruit Exchange was in-

corporated, October 3, 1895. Direc-

tors of the new organization held

their first meeting on November 1,

1895, and the new corporation as-

sumed the functions of the executive

board. A number of agents were

appointed as representatives of the

Exchange in eastern markets.

Incorporation of The Southern

California Fruit Exchange estab-

lished cooperative marketing of

citrus fruit on a reasonably secure

basis. The system showed steady

growth, both in quantity of ship-

ments and in the percentage of the

total crop handled through the or-

ganization. Its stability, while

threatened, was not overturned by
the failure of the California Fruit

Agency in 1904.

The California Fruit Agency

The Southern California Fruit

Exchange gradually became
stronger until, in 1903, it controlled

about 43 percent of the citrus ship-

ments from California. During the

1902-03 season, shipments were in

large volume, the fruit ran to large

sizes, and there was considerable

decay in transit. As a result, mar-
kets were demoralized and the out-

look appeared very unfavorable.

The proposal was made to combine
the Exchange and the principal

commercial shippers into a single

selling agency which would control

practically 90 percent of the crop,

and "thus eliminate 'cut-throat'

methods, the playing of one firm

against another by brokers to force

down prices, and excessive market

-

9
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To produce superior fruit, the grove must be

protected from freezes and other hazards.

Frost protection is furnished by the orchard

heater, foreground, and the wind machine
in the background.

ing expense due to useless wiring
and the duplicating of agents."

The California Fruit Agency
consisting of the Southern Cali-

fornia Fruit Exchange and the

California Citrus Union, an organi-

zation of commercial shippers, was
thus organized and began operation

April 1, 1903. 5

Although this agency met with
some success in relieving the im-
mediate situation, it soon became
apparent that the two groups could

not work together harmoniously.

( Conditions the following year were
had, and for a time the Exchange
was threatened with disruption.

5 For the text of the agreement hetween
the California Fruit Agency and the
Southern California Fruit Exchange see
MacCurdy, Rahno Mabel, The History of

the California Fruit Growers Ewohange.

The agency agreement was dis-

solved September 1, 1904.

Three principal reasons for the

failure of the scheme have been

given: (1) Diverse interests of the

two parties to the agreement; (2)

arbitrary sales methods which an-

tagonized the trade; and (3) a cut-

price war with independent brokers

in the Iowa territory.

A provision in the agreement also

prohibited any increase in the mem-
bership of the association except

under the regulation of a joint com-
mittee of the Exchange and the

Citrus Union. This provision,

made to insure independent opera-

tors a sufficient supply of fruit to

carry on their business, undoubted-
ly was the primary cause of dissat-

isfaction among the associations.

It was also distasteful to independ-

ent growers to have this committee

determine the packing and market-

ing channels they should employ.

Poor returns were undoubtedly

the immediate cause of the dissolu-

tion of the agency, although fric-

tion between the officials of the two
contracting organizations was also

an important factor. The dissatis-

faction of Exchange members, how-
ever, preceded low prices for their

fruit, and it is doubtful if they

would have become reconciled to the

agreement even under favorable

market conditions.

The Exchange directors entered

into the agreement in an attempt

to meet a threatened emergency.

For this reason, local units were
not generally consulted, and the

agency was formed in a manner that

did violence to the principle of local

democratic control upon which the

Exchange was founded.

This attempt to combine growers

and dealers in a single organization

illustrates strikingly the difficulties

10



inherent in such a union. The
formation of the agency has been

described as a "sincere yet unsuc-

cessful attempt to combine the

growers and shippers into one or-

ganization for the benefit of the en-

tire citrus industry." Its failure

emphasized the importance of main-

taining the principle of democratic

control through local associations.

In 1904, one year after the Cali-

fornia Fruit Agency dissolved, the

Southern California Fruit Ex-
change adopted the name California

Fruit Growers Exchange. Devel-

opment of the citrus industry in

Tulare and other northern counties

made the older name no longer

representative of the California

citrus production areas.

California Fruit Growers Exchange

When the name California Fruit

Growers Exchange was adopted,

citrus shipments from California

and Arizona totaled less than 11.6

million boxes. Since that time an-

nual Sunkist shipments have risen

as high as 45.6 million boxes, the

equivalent of twice that many
present-day cartons.

During this same period, the Cal-

ifornia Fruit Growers Exchange
also grew steadily, and soon became
the most important factor in the in-

dustry. The percentage of Cali-

fornia and Arizona citrus fruit

marketed through it increased

rapidly from 1905 to 1918, when
shipments through the Exchange
went from 45 to 76 percent of the

total. After 1918, percentages

ranged from a low of 65 in 1922 to

a high of 78 in 1934. In all but 9

of these years percentages were
above 70.

In February 1952, the name was
changed to Sunkist Growers, Inc.,

to associate the brand name Sun-
kist more definitely with the cor-

porate organization that has made
the trademark famous.

Landmarks in Development of Sunkist System

rPHE growth of the Sunkist sys-
J- tern was the result of a constant

effort to strengthen the organization

and to extend its usefulness to grow-
ers. In this connection, the follow-

ing gives a brief listing of some
of the more important landmarks
in its development

:

• The policy of selling fresh

fruit in terminal markets on a de-

livered pricing basis, price being
determined essentially at time of
delivery to the buyer, adopted in the
late 1890's.

• The principle of open board

meetings adopted in 1893.

• Opening of salaried sales of-

fices about 1898.

• Use of eastern sales personnel

of the Exchange by the California

Fruit Exchange of Sacramento,

Calif., begun in 1901 and termi-

nated in 1942.

• The unsuccessful attempt

through the California Citrus

Union and the California Fruit

Agency to set up a joint marketing
organization composed of coopera-

1
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rives and dealers in 1903 and 1904.

• Beginnings of consumer ad-

vertising in 1907-08.

• Organization of the Fruit

Growers Supply Company in 1907.

• Adoption of the Simkist

trademark and inauguration of

standard grades under advertised

brands in 1908.

• Establishment of a field de-

partment to police grades in 1912.

• Inauguration of trade promo-
tion work through dealer service ac-

tivities in 1915.

• "Drink an orange" campaign
in 1916, which opened the market
for oranges to be consumed in juice

form.

• Establishment of the Ex-
change By-Products Company in

1916 for the recovery of byproducts

from lemons.

• Organization of the marma-
lade company in 1916-17 as a fore-

runner of the orange byproducts

industry.

• Inauguration of the revolving

capital plan in the Fruit Growers
Supply Company in 1918.

• Incorporation of the health

appeal in California Fruit Growers
Exchange advertising following

the end of World War I.

• Establishment of a depart-

ment of fresh fruit drinks in 1920.

• Promotion of the use of the

Sunkist extractor beginning in 1921.

• Establishment of the products
sales department and a research de-

partment.

• Early adoption of a policy of

intensive scientific research to dis-

cover healthful properties of citrus

fruit.

• The lemon agreement in 1924

marking the first efforts by Ex-
change shippers to prorate ship-

ments. Similar efforts to prorate

oranges were attempted at the same
time without formal signed agree-

ments.

• The Sunkist Provident Plan,

inaugurated in 1927, which pro-

vided life and disability insurance

and retirement income for em-
ployees.

• Development of export mar-
kets in the middle 1930's.

• Adoption of the name Sunkist

Growers, Inc., in 1952.

• Revision of corporate struc-

ture in 1958.

• Adoption of the Simkist Re-
tirement Plan in 1960.
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PART II—ORGANIZATION

a local packing plant, which pre-

pares the fruit for market . . .

Sunkist comprises locals, dis-

trict exchanges, and an over-

all marketing structure.

Here are . . .

;]B*r""Wm"-mmr- ^ ..^

a district exchange, which makes contact between

the local and the nerve center of the entire mar-

keting system housed

in

the main

Sunkist

building.
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A Federation

HPHE new organization structure
- of the Sunkist Growers system

embraces the cooperatives compris-

ing Sunkist Growers, Inc., itself,

and affiliated Fruit Growers Sup-

ply Company, as shown in figure 1.

Sunkist Growers, Inc., is a feder-

ated organization. California and
Arizona citrus growers are members
of local packing units, which in turn

are members both of district ex-

changes and of Sunkist Growers,

Inc. The district, exchanges are also

members of Sunkist Growers, Inc.

In addition to marketing fresh

fruit packed by its member associa-

tions, Sunkist operates a lemon
products plant and an orange prod-

ucts plant and markets their output.

Growers through their local pack-

ing units, are also owners of the

Fruit Growers Supply Company.
An understanding of the organiza-

tion of Sunkist and of the inter-

relationships existing among its

various elements is best obtained b}T

examining their individual organ-

ization structures and functions.

Local Associations

AT the end of 1959, citrus fruit

• produced by about 10,000 citrus

growers in California and Arizona
was moving to market through some
128 local packing units.

Local cooperatives are the foun-

dation of the Sunkist system. As
previously stated, the earliest or-

ganizations of this type preceded

incorporation of the Southern Cali-

fornia Fruit Exchange. The mem-
bers of a community who created

them considered their problems,

first of all, local in character. They
recognized further that their prob-

lems, outside the local community,
were basically dependent for solu-

tion upon the coordinated efforts of

local organizations of growers.

Knowledge of the legal structure,

financial policies, services, and
functions of the packing units is

essential for students seeking an

understanding of the important

position these locals occupy in the

Sunkist system.

Legal Organization

No recent survey is available deal-

ing with some of the important legal

bases of the organization structure

of the cooperative associations of

the Sunkist system. The results of

a study of this type were reported

in 1940 in a Farm Credit Adminis-
tration publication.'3 A summary

8
Fogelberjr. Nephtune, and McKay,

A. W., The citrus Industry and the Cali-

fomia Fruit Growers Exchange System,

Circular C 121, Farm Credit Administra-

tion, U.S. Dept. of Agr. pp. 1940.

of the results of this study are in-

cluded here as officials of Sunkist

believe that the results of this sur-

vey are reasonably representative of

the current situation. This belief is

based on their continuing contact

with the associations as well as on

surveys of limited scope.

First Study

The survey covered local coopera-

tives, whose primary objective was
to pack and market the citrus fruit
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of their members on an efficient,

orderly, and nonprofit basis. The
organization structure set up for

carrying out this objective varied in

some details among the associations.

All associations included in the

survey were cooperatives, although

not all of them were incorporated

under a cooperative marketing
statute.

Approximately 78 percent of the

associations were incorporated un-

der the so-called standard coopera-

tive marketing law for the State of

California, enacted in 1923. The
remaining California associations

were incorporated under the gen-

eral business statute of California.

Cooperatives operating in Arizona
were incorporated under the Co-
operative Marketing Act of that

State. The California associations

not incorporated under the act of

1923 could come under its provi-

sions, if they desired, by amending
their articles of incorporation.

Growers of citrus fruit owned and
controlled the local cooperatives

because membership in them was
strictly limited to bona fide pro-

ducers of citrus fruit. Control of

the association was exercised
through the right to vote. Only 23

percent of the associations followed

the policy of "one-member, one-

vote."

The other associations based the

number of votes per member on
such factors as : (1) Shares of capi-

tal stock held (44 percent of the

associations)
; (2) patronage of the

member during the previous season

as measured by boxes of fruit

packed, field boxes delivered, or

hundredweight of fruit sold (14
percent)

; (3) equity of the member
in the revolving fund of the associ-

ation (12 percent) ; and (4) size of

the member's grove as measured by

acreage or number of citrus fruit

trees (6 percent) ; and other factors

(1 percent).

In some instances, the survey

showed that each member was al-

lowed one vote plus additional votes

based upon the number of trees

owned or the number of dollars al-

located to him in the association's

revolving fund. The number of

units of a single factor equaling one
vote also varied among the associa-

tions. For example, the number of

delivered boxes of citrus fruit re-

quired for each vote ranged from 1

to 1,000 with 100 boxes the most
common unit used.

Boards of Directors

Sunkist locals are usually gov-

erned by boards of from five to nine

Figure 1.—The Sunkist system

10,000 Growers

Local Associations!

Fruit Growers
Supply Company 2

District

Exchanges3

Sunkist Growers, Inc.

1 Local associations are members of

both Sunkist Growers, Inc., and the dis-

trict exchanges.
2 Fruit Growers Supply Company is a

corporate entity separate and apart from

Sunkist Growers, Inc. Most local asso-

ciations are members of Fruit Growers

Supply Company.
3
District exchanges are also members

of Sunkist Growers, Inc. They nominate

and elect Sunkist directors, but have no

other voting rights.
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directors. A 1958 survey of 100

Sunkist associations revealed that

51 percent had 7 directors on their

boards, 21 percent had 5, and 15

percent had 9.

Association boards of directors

meet regularly. During the active

operating season, it is customary
for the directors to meet at least

once or twice monthly. Directors,

recognizing their legal responsibil-

ity to manage the affairs of their

associations, elect officers and man-
agers and determine association pol-

icies. The manager of an associa-

tion is responsible for conducting

the business under powers delegated

to him by the board of directors.

The officers of an association usu-

ally are a president, a vice presi-

dent, a secretary, and a treasurer.

The president and vice president

must be members of the board of

directors. In most cases the man-
ager also acts as secretary, while

the treasurer may be an individual

of a financial institution.

Bylaws

In accord with bylaws of Sunkist

Growers, Inc., each local association

"shall maintain appropriate agree-

ments between itself and its growers
which will provide for the delivery

to such local association of all the

fruit covered by such agreements."
By the terms of this agreement,

the grower binds himself to deliver

to the local association all citrus

fruits covered by the agreement ex-

cept what he may require for his

own use. Provision is made for

paying liquidated damages, usually

50 cents a carton of fruit grown or

sold, to the association in the event

the member violates his contract.

While the crop contract may remain
in force for a number of years,

there is a provision whereby the

grower may terminate the agree-

ment by giving written notice to the

association during a certain period

of each year, usually in the fall or

early winter. The usual period of

withdrawal ranges from 10 days to

a month.
The lack of any uniformity as to

months in which withdrawal peri-

ods occur is evident from records

up to 1958 of 105 packinghouses.

These records are available in Sun-
kist offices. The number of associa-

tions in this group having with-

drawal periods occurring in each

month were as follows: March

—

1; April—1; May—1; June—6;

July—7 ;
August—33 ;

September

—

17 ; October—11 ; November—5

;

December—9; and January—14.

The bylaws and crop contract of

the local cooperative contain the

basic provisions governing the re-

lations between member and associa-

tion. Among these provisions are

included those relating to pooling

the fruit of members, deducting

from fruit, returns amounts suffi-

cient to cover all ordinary expenses,

creating and maintaining reserves,

obtaining membership capital for

the association, and placing limita-

tions on nonmember patronage.

The standard cooperative mar-
keting law of California (Agri.

code of Calif., 1937, Chap. 4 of Div.

6) permits cooperatives to handle

the citrus fruit of nonmembers as

long as the value of such business

does not exceed that handled for

members. Very few of the associa-

tions, however, engage in nonmem-
ber business, and their volume of

such business is understood to be

low in relation to total business.

Sunkist itself conducts no business

for nonmembers of the central or-

ganization.

16



Financing

Packing citrus fruit requires a

considerable investment in land,

buildings, machinery, and equip-

ment. Funds required by a specific

association, however, may depend
upon many factors. Some associa-

tions rent practically all the facili-

ties needed in packing fruit, or con-

tract with other associations to pack
for them. Other associations have
invested more than a million dollars

in physical facilities. Some asso-

ciations may operate more than one

packing plant.

Level of Costs

Cost of land, buildings, machin-
ery, and equipment varies among
the associations for numerous rea-

sons. Capacity of plant, type of

construction, commodities to be han-

dled (cost, of lemon-handling plants

is usually higher than for orange-

packing plants of comparable ca-

pacities) , and levels of construction

costs at time of building illustrate

factors influencing variation in cost.

Unless these and other pertinent

factors bringing about variations in

cost are considered, comparisons be-

tween association investments in

land and facilities are not particu-

larly significant. However, 1958

figures for 78 packing plants may
be of some interest as they indicate

the substantial capital investments

required. The group of 78 packing-

houses is divided between packing-

houses handling lemons only and
those associations handling other

citrus fruit. Within the two sub-

groups of packinghouses, the per-

centage distribution shown at the

bottom of this page occurred for

capital investment.

Revolving-Fund Plan Used

Associations used various meth-

ods to obtain member capital for

physical facilities and operating

funds. According to Sunkist offi-

cials, approximately 95 percent

made use of the revolving-capital

plan. Under this plan, the associa-

tion deducts a specific retain, on the

grower's authorization, from the

sales proceeds due the member for

Associations Lemon
Capital investment other than associations Total

1958 lemon

P6TC6Tlt

Less than $100,000 5 4
$100,000 to $199,999 29 20
$200,000 to $299,999 9 18 12
$300,000 to $399,999 21 9 18
$400,000 to $499,999 12 4. 5 10
$500,000 to $599,999 9 4. 5 8
$600,000 to $699,999 7 4. 5 6
$700,000 to $799,999 2 4. 5 3
$800,000 to $899,999 2 14 5
$900,000 to $999,999
$1,000,000 and over 4 41 14

Total 100 100 100
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citrus fruit handled. This particu-

lar retain is deducted for capital

purposes only.

When the board of directors

considers the accumulated funds
sufficient, the amounts realized

from current retains are used to

pay back to the members the capital

obtained in the earliest year for

which such capital amounts are

outstanding. Thus, the member-
ship capital revolves, and those

who have patronized the association

within the revolving period finance

it. The plan also allows those who
have ceased to patronize the associa-

tion to have their investments in it

retired.

When revolving capital proce-

dures are used, the unit and the rate

of retain vary considerably. The
unit used may be the packed carton,

the field box, a combination of

packed cartons and field boxes, or

100 pounds of fruit. The packed
carton is the most frequently used.

The recent trend, however, appears
to be toward a combination of field

boxes and packed cartons as a more
equitable arrangement.

The rate of retain for capital pur-

poses varies not only among associ-

ations but for different citrus fruits

in the same association. For ex-

ample, one association employs a

rate of 3y2 cents a packed carton

for oranges and 5 cents for lemons.

These variations in retain rates re-

flect differences in capital require-

ments for the two kinds of citrus.

Of the locals which do not use the

revolving-capital plan, the major-

ity are formed with capital stock.

However, some stock organizations

make use of the revolving-capital

principle. Associations organized

on a capital stock basis issue capital

stock certificates as evidence of

members' investments. As a rule,

they issue a share to each member
for each acre of citrus fruit he owns,

or may issue 1 share for each 10, 20,

or other number of trees owned.
The few associations having nei-

ther capital stock nor a revolving

fund obtain membership capital by
means of membership fees, often

evidenced by membership certifi-

cates and by accumulating reserves.

The reserves are accumulated by
withholding a portion of the pro-

ceeds of fruit sales above expenses

in accordance with a provision of

the bylaws or crop contract. The
individual member's interest in such

reserves may be represented by book
credits. This method is also used

by some locals as a supplement to

revolving-fund programs of capital

accumulation.

Services and Functions

The volume of cars shipped by
Sunkist packing units shows a sub-

stantial range. In the 1957-58 sea-

son there were 128 packing units in

the Sunkist system. Of these, 15

shipped fewer than 200 carlots of

citrus fruit; 24 shipped from 200 to

400 carlots ; 23 from 400 to 600 ; 22

from 600 to 800; 20 from 800 to

1,000; and 21 over 1,000. Records

for three units were combined with

those of other shippers.

A further classification of 125

packing units for the same season

shows that 47 shipped oranges only

;

24—lemons only; 36—oranges and
grapefruit; 11—oranges, grape-

fruit, and lemons; and 7—oranges

and lemons.

The packing unit is on the firing
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line when it comes to many of the

activities and services directed to-

ward producing citrus fruit. For
example, orchard supplies reach the

grower through the local packing

unit. The local is also actively con-

cerned with pest-control work, an
activity discussed later in connec-

tion with the work of Sunkist's field

department. Some locals, in addi-

tion to their regular functions, per-

form certain cultural services for

growers, including pruning, fumi-

gating, and spraying orchards.

Harvesting

Most associations require the

grower to turn the job of harvest-

ing over to the packing unit in order

to have the fruit picked by expert

crews. The enemy of citrus fruit is

decay. Attacks of blue and green

mold spores cause this decay. These
spores cannot penetrate the skin of

sound, healthy fruit because the skin

is a perfect natural seal. These
spores, however, quickly gain en-

trance through injuries and breaks

in the skin and start the decay proc-

esses. Thus, picking citrus fruit re-

quires considerable skill and care to

prevent injury to the fruit and at

the same time to hold harvest ex-

penses to a minimum.
All pickers are urged to wear

gloves to avoid fingernail injury to

the fruit. They use special clip-

pers to cut the fruit from the tree.

They never pull the fruit, as the
stem must be cut short to avoid any
chance of the stub injuring other

fruit with which it comes in con-

tact. Another precaution taken to

safeguard the fruit is to make sure

that only clean field boxes are used
to transfer the fruit from the pick-

er's sack to the packinghouse. All

sorts of litter, particularly sand, are

sources of considerable damage to

fruit. When sacks are emptied at

the grove, the full picking sack is set

down in the packing box. A flap

on the bottom is opened and the sack

is pulled away from the fruit, thus

allowing it to roll in gently.

While crews employed by the

packinghouses pick most Sunkist

citrus, occasionally growers hire

their own pickers. In these areas,

too, there is a gradual shifting of

this function to packing units, most
of which as a common practice also

control picking schedules.

In most cases, pickers are paid on
a box basis at a rate which applies

throughout areas where conditions

are similar. The box rate may be
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adjusted in groves where picking is

light so that the average hourly rate

of the crew will not be less than a

certain minimum. In some areas

the box rates are adjusted to reflect

the size of the tree and the boxes

picked per tree. Such adjustments

tend automatically to maintain a

uniform hourly average.

Lemons are frequently picked on

a combination basis of an hourly

rate plus a rate per box. Also, as a

means of maintaining desirable and
efficient pickers, some packing units

provide housing facilities for their

picking crews.

During the period from 1952

through 1957, the average annual

cost of picking oranges was 16 cents

per packed equivalent carton and
for lemons 35 cents per packed
equivalent carton, according to

figures available through the Cali-

fornia Citrus League.

Lemons are more expensive to

pick than oranges because it often

is necessary to go over the same tree

Spec/a/ clippers are used in cutting fruit from

the tree.

9 or 10 times during the year and
select the fruit for both size and
color. The picker carries a metal
ring in his left hand to measure the

lemons—any fruit not fully colored

that will pass through the ring is

left on the tree. Colored fruit

usually is taken off even though it

is less than ring size.

The fruit is transported by motor
truck to the packinghouses in field

boxes, which are often covered with
a tarpaulin to protect the fruit from
the sun. In most cases, packing
units control the transporting. In
a few instances growers and their

packinghouses are converting to

bulk hauling from grove to plant.

It is expected that the use of bulk
handling methods will increase.

Packing

Packing units are responsible for

preparing members' fruit for mar-
ket and for loading cars for ship-

ment. The fruit is put through a

number of operations before being
loaded, such as washing, drying,

grading, sizing, packing, and
storing.

Bringing Out the Color

After the citrus fruit is brought to

the packinghouse from the groves,

lemons are allowed to stand for 3 or

4 days to permit some moisture to

evaporate from the rind before

washing, thus making the skin less

easy to injure. Navel oranges are

sometimes put through a process to

bring out the natural color of the

fruit.

In this process the fruit is stacked

and left in a room for several hours

where it is subjected to continuous

fresh-air ventilation, a constant but

small supply of ethylene gas, a tem-

perature of about 70° F., and a hu-
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midity above 85 percent. This
process does not affect the interior

quality of the fruit. The main ac-

tion of the ethylene gas under these

conditions is to remove the green

pigment in the skin of the fruit,

while the temperature maintained
brings out the yellow and red pig-

ments of the fruit. This is the gen-

erally accepted method of coloring

California and Arizona citrus fruit.

In 1932, the field and research de-

partments of Sunkist published a

bulletin entitled Coloring Citrus

Fruit, which is fundamentally the

standard work on ethylene coloring

in California and Arizona.

Cleaning

To successfully remove spray-oil

residue, smudge from orchard heat-

ers, and dust and deposits resulting

from insect pests requires the gen-

erous and skillful use of well-chosen

detergents and proper attention to

the cleaning process as a whole. Be-
cause of the importance of this

process, the field and research de-

partments made a thorough investi-

gation of cleaning methods and ma-
terials. The results were published
in a Sunkist bulletin, Cleaning Cit-

rus Fruits, which for many years
was the standard work on the

subject,

Sunkist 'S field laboratory is con-

stantly testing new soaps, soap aids,

and cleaning preparations to make
sure that only the best materials and
methods are adopted for use in the
local packinghouses.

Washing

The washing process includes

rinsing the fruit under a shower of

clean water and, for oranges and
grapefruit, exposing it to blasts of

air which dry the fruit thoroughly
by the time it reaches the grading
table. Before they reach the grad-

All fruit is washed before being packed.

ing table, however, oranges and
grapefruit are usually given a coat-

ing of wax to retard shrinkage.

Lemons are not packed directly af-

ter washing but are taken to air-

conditioned storage rooms while

still wet. Except for the early

spring months, lemons are usually

given a coating of a wax emulsion

—

to retard shrinkage and decay—be-

fore going to the color sorting table

and storage rooms. Prepared wax
emulsions manufactured by Sun-
kist's field laboratory are commonly
used.

Grading

Graders carefully examine the

fruit, as an endless canvas belt car-

ries it past them. They separate the

fruit into classes according to the

specific requirements for each
grade. (For specifications see ap-

pendix, pp. 106-111). Different

grades of fruit move away on sepa-

rate belts. "Standards," a third

grade of fruit, and edible culls are
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destined to become byproducts ; and
the inedible culls, such as rots and
decayed fruit, find their way to the

dump.

Trademarking

The packing unit also maintains

its own trademarks or brands. This

is to enable the "trade" to identify

the quality of the fruit from differ-

ent locations and units. However,
a packing unit cannot use the brand
name Sunkist in connection with a

local brand unless the fruit, if

packed only under the local brand,

is of a grade and quality equal to

the Sunkist standards for Sunkist

grade. Of 126 packing units sur-

veyed in 1958-59, 38 percent em-

ployed 5 or 6 local brands. The
use of some 750 brands for the

entire group ranged between 2 and
15 for a packing unit. Of all the

associations, 78 percent used be-

tween 4 and 8 brands.

When a local brand is listed as

Sunkist, the Sunkist trademark is

used on the label design of the pack-
I

Citrus truit is packed by size. Here oranges are

being sized and hand packed.

ing unit, and the fruit packed in

cartons carrying this brand must at

all times comply with Sunkist

specifications and be stamped with
the Sunkist trademark. This re-

quirement results in the "trade"

seeing Sunkist citrus fruit packed
in cartons bearing such local brand
names as Santa Rosa, Landmark,
Liberty, Satin, and the like. The
consuming public, however, rarely

sees these association brands and is

unacquainted with them, since only

the word Sunkist is stamped on the

individual fruits of Sunkist quality.

Mesh or polyethylene bags for

oranges, grapefruit, and lemons
may be used in accordance with

rules set up by the field, advertising,

and sales departments jointly.
(See paragraph 22, appendix, p.

110).

After leaving the graders, Sun-
kist graded fruit goes through a

fruit-marking machine which
stamps the brand name Sunkist on
each.

Sizing

After the fruit leaves the grading
belt, it is either weighed or auto-

matically counted, and a record is

made of the quantity of fruit of

each size and grade sent by each
grower to the packinghouse. Each
load of lemons is automatically

sampled as the fruit is washed and
this same information recorded.

Fruit thus becomes part of a pool

and each grower receives his pay-

ment in accordance with the pro-

portion of various grades and sizes

of fruit he has furnished for the

pool. Continuing on its journey,

the fruit moves along between two

tapered rollers. Starting at the end

where the rollers are closest to-

gether, the fruit passes along the

ever-widening groove until it finally
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drops through into a bin set to re-

ceive a certain size of fruit.

Citrus fruit is packed and sold by
size. The figure denoting size is the

number of oranges, grapefruit, or

lemons that can be packed accord-

ing to a certain pattern in a stand-

ard shipping container. The
Standard Container Act of Cali-

fornia requires that the shipment of

oranges and lemons out of the State

of California must be in a standard

package packed in accordance with

standard practice relating to size,

arrangement, and number of fruit

in the carton.

The principal sizes for oranges

are 40, 48, 56, 72, 88, 113, 138, 163,

180 per carton; for grapefruit, 23,

27, 32, 36, 40, 48, and 64; and for

lemons, 95, 115, 140, 165, 195, 235,

285, and 319 per carton. The pro-

portions of the various sizes of cit-

rus fruits vary from year to year

according to climatic conditions.

Lemons are sized by machine.

Variations in their diameter and
shape make final sizing by machine
difficult, although a new-type lemon
sizer, developed by the Sunkist field

and research departments, has

greatly improved this operation.

Storing

The procedure for handling or-

anges and grapefruit in the pack-

inghouse is identical. Although
lemons follow the same fundamen-

tal steps, the timing and some other

details are different. Lemons after

washing are separated as to color

—

green, light-green, silver, and yel-

low. This is actually a quality seg-

regation for storage purposes. The
green lemon has the greatest vitality

and longest storage life and the yel-

low lemon the lowest vitality and
hence the shortest storage life.

Lemons are usually stored for a

period in the packinghouse to allow

coloring and curing, a process car-

ried on under carefully controlled

conditions. During this process the

lemon loses its green color and as-

sumes a silvery lemon color. The
rind becomes thinner and more pli-

able, and the juice becomes freer and
easier to extract.

By varying the conditions of stor-

age, the time of curing may be

lengthened or shortened. During
certain periods of the year, the cur-

ing process is delayed as much as

possible so that supplies will be

available during the period when
demand is the heaviest. The peak
of lemon picks occurs during March
or April. The four heaviest lemon
sales months are May, June, July,

and August.

Cartoning

Orange packers are paid on a

piece-rate basis and become very

The equipment shown here dries the fruit after

it has been washed.



skillful. One operator can pack
from 125 to 175 cartons of average-

size oranges in a day. The packing

operation, however, requires great

care.

Packers must wear gloves to pre-

vent fingernail injury to the fruit.

The fruit must be packed firmly to

avoid damage during handling and
shipping. After each carton of

fruit is packed, the packer places

an identification mark on the box so

that responsibility for faulty work
can be quickly determined. This

mark of identification also enables

a clerk to keep a record of the boxes

packed by each packer.

Lemons are packed in cartons by
use of the volume-fill operation in

which the fruit flows directly into

the carton after being sized. Cor-

rect count is determined by an elec-

tronic device which automatically

stops the flow when the correct num-
ber of fruits have passed into the

container. Some orange packing-

houses also use this method. After

being filled, the carton travels by
means of a conveyor system to the

sealing machine, and from there it

is loaded into refrigerator cars for

shipment to market. A number of

local packing units have precoolers

in which packed oranges are pre-

cooled before shipping.

Marketing

When it has sold the fruit, Sun-
kist remits sales returns to the dis-

trict exchanges which, in turn, remit

to their local associations or unit

members. All charges and expenses

of Sunkist are met either by assess-

ments or deductions upon district

exchanges or local associations, and
all charges and expenses of district

exchanges are met by assessments or

deductions upon local associations.

After the local unit or associa-

tion has deducted costs—including

those for picking, handling, and
packing and for any authorized cap-

ital retains—payments to growers

are based on number of boxes, ac-

cording to variety, grade, and size.

Packing units generally employ
pools that may cover shipments

ranging from 2 weeks to an entire

season. The period covered by each

pool and the number of pools per

packing unit are decided upon in

advance of the opening of the ship-

ping season.

District Exchanges

"TfclSTRICT exchanges have a

highly responsible place in the

Sunkist system. They have tradi-

tionally been the direct members of

Sunkist Growers, Inc. As such,

they have spoken for their indi-

vidual groups of packing units and
have been the controlling factor in

the business operations of the Sun-

kist system by reason of their nomi-

nation of representatives to serve on

Sunkist *s board of directors.

Organization

With the corporate reorganiza- local associations as well as district

tion of Sunkist Growers in 1958, exchanges became direct members
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This endless belt carries the fruit past graders who examine it carefully and divide it into classes.

of Sunkist Growers, Inc. This in

no way minimized the importance

of the district exchanges, however.

It is still through the district ex-

changes that representatives are

selected to serve on the board of

directors of Sunkist Growers, and
it is this group, of course, that is

charged with the primary respon-

sibility for its business affairs.

District exchanges play a vital

part in the sales organization of the

Sunkist system as they are the au-

thorized representatives of their

member units in selling their fruit

through the sales facilities of the

Sunkist system. Each member
packing unit, as well as the district

exchanges, enters into a membership
contract at the time it becomes a

member of Sunkist Growers. This
contract is for the benefit of all of

the members of the Sunkist system,

and by its terms binds all members
to the marketing provisions found
in the bylaws of Sunkist Growers,
Inc.

Each member packing unit agrees

to market all fresh citrus fruit sub-

ject to its control through the dis-

trict exchange with which it is affil-

iated. The district exchange, in

turn, agrees to market all fresh

citrus fruit subject to its control

through the facilities of Sunkist.

Products fruit—the citrus that goes

to products plants—is delivered di-

rectly to Sunkist and is not handled

through the district exchange.

The district exchange receives au-

thority to retain from sales pro-

ceeds of the fresh fruit sums suffi-

cient to cover all charges and

expenses as prescribed by the boards

of directors of Sunkist Growers and

the district exchange incident to

their respective services. Liqui-

dated damages of 50 cents a carton

on all fresh fruit and $50 a ton on

all products fruit are payable to

Sunkist in the event either the mem-
ber unit or the district exchange

fails to deliver citrus fruit in ac-
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After leaving the graders, the fruit that has passed the rigid requirements necessary for it to

carry the Sltnkist label receives it from this marking machine.

cordance with the terms of the

agreement.

The agreement continues in effect

until terminated by any one of the

three contracting parties giving

written notice to the party or parties

affected during the last 15 days of

September, in which case termina-

tion is effected on October 31 of the

same year.

District exchanges are incorpo-

rated associations of from 1 to 26

local packing units and are strate-

gically placed between the packing

units, whose members grow the

fruit, and Sunkist, which coordi-

nates the activities of the entire

Sunkist system. Sixteen district

exchanges are located in California

and one in Arizona. As the name
implies, each district exchange
serves a certain production area.

The production of citrus fruits in

California and Arizona naturally

falls into a number of geographical

areas, each generally served by at

least one district exchange and the

more important areas by several.

Volume

Differences among production

areas in the tonnage of citrus fruits

produced and the number of pack-

inghouses receiving the growers'

fruit are reflected in the district ex-

changes. In 1958-59, when the 17

district exchanges were classified

according to the packing units each

had as members, it was found that

9 exchanges had 5 members or less;

3 exchanges, between 6 and 10 mem-
bers; 3 exchanges, between 11 and
15; and 2 exchanges had more than
18 members each. Likewise, statis-

tics for the 3 fiscal years ending
1957-58 indicate that 8 percent of
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the district exchanges handled less

than 2 million cartons a year; 10

percent handled between 2 and 4

million; 32 percent, between 4 and
6 million; and 50 percent, over 6

million.

The exchanges with the larger

numbers of member associations do
not necessarily have the larger ton-

nages. For example, a district ex-

change with 26 member units han-

dled about 10 percent less fruit than
another with 12 members.

All the district exchanges are in-

corporated cooperatives. Most of

them exist under the so-called

standard cooperative marketing law
of the State of California.

Voting

The methods of voting employed
among the district exchanges are al-

most as numerous as those used by
the packing units. In every case the

packing unit is represented on the

board of directors of the district

exchange. The basic voting provi-

sions permit each packing unit one

vote. Variations include allowing

each member several votes, granting

each director one vote but having
two or more directors appointed by
each member unit, voting on a share

basis, and voting in proportion to

packed cartons of citrus fruit sold

through the district exchange.

Directors of the district exchange
select officers, a manager, and fre-

quently an assistant manager. The
district exchange also has the re-

sponsibility of nominating a rep-

resentative or representatives, de-

pending upon the volume of citrus

fruit it handles, to represent their

organization at meetings of Sunkist

Growers. Upon presentation to

Sunkist Growers, the nominee or

nominees from the district ex-

changes are elected to the Sunkist

board.

Financing

The capital required by a district

exchange is small unless the ex-

change owns its own office building.

The primary ownership of physical

facilities lies in furniture and fix-

tures. Some district exchanges are

capital stock organizations. The
stock, however, is not used as a

means of obtaining capital but rath-

er as an evidence of membership.
The membership capital for the

stock organizations, where it exists

to any appreciable extent, is repre-

sented mostly by reserves, book
credits, and certificates of owner-
ship. Most of the nonstock organi-

zations that have membership capi-

tal reflect it in the form of book
credits. In the event that the dis-

trict exchange uses the revolving

capital plan of financing, the retain

per packed carton is very small

—

amounting to only a small fraction

of a cent.

Marketing

As set forth in the bylaws of are marketing agents of their local

Sunkist Growers, district exchanges associations. Under the bylaws,

27



which constitute the marketing obli-

gations of the local packing units,

district exchanges, and Sunkist

Growers, each local association re-

serves for itself the right to deter-

mine to what markets it shall ship,

where its fruit shall be sold, and

—

except at auction points—the price

it is willing to receive. By terms of

the bylaws, each local association

delegates this reserved right to the

district exchange with which it is

affiliated with the provision that at

any time in the association's discre-

tion, it may terminate this delega-

tion to the district exchange.

Principal Features of Corporate Structure

SUXKIST Growers, Inc., is a

nonstock, nonprofit cooperative

marketing association organized

and existing under the provisions

of the Agricultural Code of Cali-

fornia.

Membership

Local associations, as well as dis- plication constitutes a membership
trict exchanges, are direct members contract under which each member
of Sunkist. Such memberships are agrees to be bound by the articles

granted on an application signed by and bylaws of Sunkist. A sample

the local association or district ex- of this application-contract is in the

change and accepted by the Sunkist appendix and will be found on page
board. When so accepted, the ap- 114.

Voting Rights

District exchanges have exclusive

voting rights in the election of Sun-
kist directors, but no other voting

rights. Each district exchange has

as many votes as the number of di-

rectors it is entitled to nominate
multiplied by the total number of

directors to be elected.

Member associations exercise

their voting rights at the annual
member meeting of Sunkist, and at

any other regular or special member
meeting.

Local associations, as members,
are entitled to vote on all questions

requiring membership action except

the election of directors. They vote

on a volume basis, one vote for each

1,000 cartons of fruit (all varieties,

fresh and products) shipped

through Sunkist as measured by a

3-year moving average (with ad-

justments for combinations or

mergers of local associations and for

any association which lias been

shipping through Sunkist fewer

than 3 years)

.

Membership voting by varieties is

authorized on appropriation or use

of funds for advertising, promotion,

or research to be raised solely by

assessing the cost against a partic-

ular variety of fruit. Varietal vot-

ing may be called for by one-third
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Lemons are machine sized. Here they are being automatically sized and packed.

of the board of directors or one-fifth A three-fourths vote is required for

of the voting power of any variety, affirmative action.

Property Rights

District exchanges have no prop-

erty rights in Sunkist. All prop-

erty rights are vested in the local

associations. Such property rights

are in proportion to revolving-fund

credits outstanding at any time.

But a member association, upon
termination of membership, is not

entitled to take or receive any inter-

est in Sunkist property other than
payment of its revolving-fund cred-

its and its share in other allocated

reserves. This right takes effect as

and when the same would have been

paid had the association remained a

member.

Revolving-Fund Financing

At the time of the reorganization

in 1958, Sunkist maintained capital

contributions in three revolving-

fund accounts. In addition, the

Exchange Lemon Products Com-

pany (then a separate corporate

entity and now a Sunkist division)

maintained its own revolving-fund

account. With the reorganization

these four separate revolving funds

5,55391 O—60 3 29



were merged into a single fund. In

the single merged revolving fund,

each member was credited with the

credits and priorities outstanding

in the revolving funds existing at

the time of the reorganization.

Such credits were issued directly to

local associations, with copies to the

appropriate district exchanges.

Current rates of assessment are the

subject of continuing study to pre-

serve equity between varieties. Re-
volving is on the basis of priority

of payment and all credits estab-

lished in the same fiscal year have
equal priority.

Marketing Obligations

Under terms of the amended by-

laws, each local association markets

all of the fresh fruit subject to its

control through the district ex-

change with which it is affiliated.

Each district exchange markets

through Sunkist all of the fruit sub-

ject to its control. Each local asso-

ciation delivers to Sunkist all of the

products fruit subject to its con-

trol. 7 Sunkist agrees to market all

of said fruit both fresh and prod-

ucts, and to determine the methods
of marketing to be adopted and the

types of containers and methods of

packaging to be used.

Board of Directors

The number of directors of Sun-
kist is calculated according to a for-

mula found in the bylaws of Sun-
kist Growers, Inc., and is designed

to give multiple representation on

the board to those district exchanges

which have the heaviest volume of

shipments. In 1958-59, there were
31 directors—8 district exchanges

with a single director, 6 with 2 di-

rectors, 2 with 3 directors, and 1

with 5 directors. Headquarters of

Sunkist Growers is located in the

Sunkist Building in Los Angeles,

Calif.

Committees

In 1958-59, the Sunkist board of

directors had L6 committees: Ad-
visory, advertising, finance, field,

grapefruit, indemnity, lemon, lemon
products, membership, orange, or-

ange products, advisory grades, re-

search, traffic, products executive,

and provident plan 8 which consisted

of one member from each district

exchange.

Through these standing commit-
tees, the board carries on detailed

study of the multiplicity of activi-

ties of Sunkist and is assisted in

giving continuity to its policies.

Committee reports are subject to

approval by Sunkist 's board of di-

rectors. However, the products ex-

ecutive committee does exercise ex-

ecutive functions with respect to

certain matters relating to opera-

tions of the products plants and the

products sales department.

Eight members of the board were
listed as serving on (> committees;

12 were named on 5 committees; 4,

on 4 committees; 4, on 3 committees

;

7 For discussion of products fruit see

pp. \:\ 1 1.

8 In 1960 changed to Sunkist Retire-

ment Plan. For details see p. .10.
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Until the 1940's, Sunkist used wooden boxes for

all its fruit. Today Sunkist citrus fruit is

packed in fiberboard cartons one-half the

size of the former wooden boxes.

1, on 2 committees; and 1, on 1

committee.

The board of directors meets

regularly on the first and third

Wednesdays of each month. These
are open board meetings to which
members and growers are invited.

Open board meetings have been a

Sunkist policy since the organiza-

tion of its predecessor. The South-
ern California Fruit Exchange, in

1893.

Meetings

The board meetings of Sunkist

are held in a large assembly room in

the Sunkist Building. From 100 to

300 growers, association employees,

and other interested individuals at-

tend these meetings. They hear
firsthand reports by committees,

employees, and others and on the

basis of these reports decide Sunkist
policies. Occasionally a grower or
an association manager asks a ques-

tion or contributes to the discussion.

Thus the individual grower-member
has opportunity to express his feel-

ing of ownership and responsibility

all the way from voting for his local

director to attending meetings of

the Sunkist board of directors.

Students of the Sunkist system

agree that one of the factors con-

tributing to its strength is the prac-

tice of bringing out in open board
meetings matters of major impor-

tance. As a result of this policy, it

has not been the practice of the

board of directors or the members
to delegate executive powers to

board committees, but rather to use

the committee structure for advis-

ory purposes. The complexities of

the operations of the products

plants, however, have led to grant-

ing executive powers relating to

products operations to the products

executive committee, subject to the

direction and control of the board.
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Despite the advisory nature of the

Sunkist board committees, by prac-

tical contribution they do decide

minor policy matters. For exam-
ple, the advertising committee in

conjunction with the advertising

department considers the rate of

assessment, the total budget, and
their effect on the scope and nature

of the advertising plan for each

variety of fruit. The committee

sets up the advertising plan in some
detail. It makes recommendations,

based on considerations of all per-

tinent factors, to the board of di-

rectors. After the board approves

the recommendations, unless there

are major changes in policy or

strategy, the committee may ap-

prove recommendations of the ad-

vertising manager from time to time

for deviation from the plan.

The directors elect the officers of

Sunkist. The bylaws call for a

president, one or more vice-presi-

dents (in 1958-59 there were three),

a secretary, and a treasurer. The
board may also appoint one or more
assistant secretaries or assistant

treasurers and any other corporate

officers they may see fit to designate.

The bylaws also authorize the board

to elect a general manager and,

upon his recommendation, to ap-

point an assistant general manager.

Voting

At the meetings of the board of

directors, each director has one vote

except as provision is made in the

bylaws for voting by volume of

shipments of specific varieties. The
modifications in the one-director,

one-vote principle all relate to mar-
keting matters such as pooling or

advertising assessments affecting

specific varieties of citrus fruit.

For example, in any determina-

tions of the maximum amount of

fresh fruit to be marketed and allo-

cation of the opportunity for equi-

table shipments among local associ-

ations, action must be taken by a

majority vote which represents 85

percent of the volume marketed
through Sunkist of the variety

under consideration. In establish-

ment by Sunkist of pools for fresh

fruit, there is a requirement that the

majority vote must include direc-

tors representing 75 percent of the

volume marketed through Sunkist

of the variety or varieties in the

producing area under consideration.

The same 75 percent provision is

invoked in determining the use of

specific transportation facilities or

the pooling of transportation costs,

both as they relate to fresh fruit

shipments.

General manager F. R. Wilcox reports to Sunkist's board of directors. Next to Mr. Wilcox are

H. A. Lynn, president, A. F. Mather, counsel, and Mr. Mather's secretary.
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Sunkist 9
s chief function is to market its members' citrus at

the best price possible. In a New York City auction mar-
ket, thousands of cartons of Sunkist fruit await buyers
who will distribute it to consumers all through that area.

Some cartons are open so that buyers may inspect the fruit

before bidding starts.
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Functional Organization

SUNKIST GROWERS is organ-

ized on a divisional basis as

shown in figure 2. All divisions,

totaling around 1,400 full-time em-
ployees, with an additional 600

peak-season employees, are under
the supervision of the general man-
ager.

Each division is responsible for

performing a primary function to-

gether with closely related services.

To coordinate the work of these

units, the division heads constitute

the general manager's "cabinet."

The cabinet meets from time to

time, hears reports on the progress

of the various branches of work, and

discusses matters affecting the wel-

fare of the cooperative.

The functions and services of

Sunkist and their relation to other

elements in the federated coopera-

tive system will be best understood

through a detailed description of its

major divisions and the responsi-

bility resting on each.

The consolidated corporation has

a single management, responsible to

the board of directors with one gen-

eral manager responsible for all op-

erations—both fresh and products.

Organization is based on manage-
ment recommendation, subject to

the approval of the board.

Figure 2.—Departmental organization of Sunkist
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Marketing Division

All marketing activities, both

fresh and products fruit, together

with advertising and traffic are co-

ordinated in the marketing division

and report to the director of mar-
keting. The various activities of

this division are detailed in the fol-

lowing discussion.

Fresh-Fruit Sales Department

Selling fresh citrus fruit includes

determining general sales policies

and formulating a season's shipping

plan. The specific responsibility

for formulating the shipping plan

falls jointly upon the fresh-fruit

sales department of Sunkist and the

committees of the industry market-

ing agreements. These committees

definitely determine marketing pro-

grams for the season and establish

weekly volume prorates for oranges

and lemons and size regulations for

grapefruit from the desert area.

The relation of these industry

committees to the functioning of

Sunkist will be discussed briefly in

a later section. Sales of proc-

essed citrus fruit, byproducts, and
juice extractors will be taken up un-

der the appropriate departmental
headings.

Organization

The fresh-fruit sales manager is

responsible for all sales activities

of Sunkist relating to fresh fruit.

He has a staff of assistants classi-

fied as sales managers and respon-

sible to him for sale of the different

varieties—oranges, grapefruit, and
lemons. Separate from domestic

sales operations is the export oper-

ation, which handles the sale of all

varieties in all markets outside of

continental United States as well

as sales to the U.S. Armed Forces.

Sunkist is well represented in all

foreign countries where business is

possible.

Sunkist sales policy is extremely

flexible. A majority of the ship-

ments move by rail and are sold at a

confirmed f.o.b. or delivered price,

or at a quoted delivered price on
arrival in the marketplace. At the

option of the buyer, a substantial

proportion of the shipments move
by truck, and all such sales are on
an f.o.b. price basis, the buyer as-

suming all the transit risks.

Sunkist sells fruit at auction in

the eight terminal markets : New
York, Boston, Philadelphia, Pitts-

burgh, Chicago, Cleveland, Detroit,

and St. Louis. Business in all

other markets is handled on what is

termed a "private sale basis." The

Automatic machinery plays a big part in Sunkist

packing plants. Here graders wearing gloves

place Choice grade fruit on the center belts.

After being graded, the lemons remaining

on the main lines are stamped Sunkist and
automatically sized and packed.
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growth of self-service retail stores

all over the country has placed

almost all Sunkist business on an

order basis. Except for the occa-

sional car, every shipment is for a

specified size list, on order for a

particular buyer.

Sunkist maintains sales offices in

52 key markets of continental

United States, Canada, and Hawaii
(figure 3). These offices are under

the administration of six area man-
agers, who are directly responsible

to the fresh-fruit sales manager.

Each area manager supervises

district office personnel in his terri-

tory. He is the keyman in his terri-

tory and is consulted as to general

sales policy, opening of additional

district offices, changes in the staff,

and similar questions. He is also

responsible for obtaining informa-

tion on the credit and financial posi-

tion of members of the trade in his

area.

Through its salaried sales organ-

ization, Sunkist is able to reach all

parts of the fresh-fruit sales terri-

tory. Through these district sales

offices, it is meeting the need for

marketing outlets under grower
control as implied in the organiza-

tion and marketing plan adopted by
the Southern California Fruit Ex-
changes in 1893 (appendix, p. 91).

Prorating Shipments

To understand the principles

underlying the Sunkist marketing
program, one must recognize (1)
the nature and degree of problems
associated with sundry shipping
regulations and (2) the necessity

for equitable allocation of ship-

ments among handlers.

Sunkist has expressed itself for

many years as favoring orderly

marketing and efficient crop utiliza-

tion on an industrywide basis when-
ever production has been on a sur-

plus basis. As a matter of fact,

Sunkist practiced voluntary alloca-

tion of available supplies between

fresh shipments and processed prod-

ucts before there were special Fed-
eral and State laws enacted to assist

in meeting these objectives.

As early as 1923, Sunkist estab-

lished an informal distribution

committee which prorated ship-

ments of lemons from week to week.

A bumper lemon crop in 1923-24

resulted in Sunkist shippers turning

over to a distribution committee

their rights to designate time and
volume of shipments. In 1925, Sun-

kist lemon shippers, representing

about 90 percent of the crop, entered

into a formal shipment-and-grade

control agreement for lemons.

Voluntary regulation of their vol-

ume by Sunkist shippers continued

satisfactorily until 1935, when the

lemon crop was 69 percent greater

in volume than the largest sales

made previously. In that year, ah
unsuccessful effort to spread the re-

sponsibility over the entire industry

was made through a request for a

shipment regulation program under
authority of the California Agri-

cultural Prorate Act.

A Federal Order (No. 53) regu-

lating the handling of lemons
grown in California and Arizona
became effective April 10, 1941.

Kegulation of shipments under this

order is on a volume basis.

Valencia orange growers, along
with lemon growers, desired a pro-

gram to regulate shipments but

nothing was accomplished until

June 19, 1932, when a plan embrac-

ing 91 percent of the southern Cali-

fornia crop was put into effect. The
plan lasted only 1 month. A second

Valencia plan, which included loose

fruit, was put into effect in 1933.

This plan remained in force until
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the industry adopted the first of sev-

eral programs under Federal stat-

utes—the California-Arizona Or-

ange and Grapefruit Marketing

Agreement, approved by the Secre-

tary of Agriculture on December

18, 1933.

Terms of this agreement required

all citrus shippers in the two States

to conform to a program of orderly

distribution of oranges and grape-

fruit. A growers' advisory commit-

tee and a distribution committee

were set up and proration of orange

shipments began in January 1934.

Between 1933 and December 1941,

various efforts to effect agreements

for the regulation of interstate ship-

ments of grapefruit were unsuc-

cessful.

On October 26, 1942, a new order

(No. 66) regulating the handling of

oranges grown in California and
Arizona became effective after issu-

ance by the Secretary of Agricul-

ture with the approval of the Pres-

ident. Proration of shipments un-

der this program was on a volume
basis. An Orange Administrative

Committee was provided to perform
the duties necessary to establishing

the weekly shipment prorates and
the prorate base for each shipper.

Regulation of orange shipments,

interstate and to Canada, on a vol-

ume basis has operated almost con-

tinuously since 1942.

In 1952, Order No. 66 was termi-

nated. In 1953, Order No. 14,

covering navel oranges, became
effective. In 1954, Order No. 22,

covering Valencia oranges, was ap-

proved by growers and became
effective.

Concurrent Federal and State

programs for grapefruit were inau-

gurated in 1941. As these pro-

grams are based on both Federal

and Slate statutes, both interstate

and intrastate shipments according

to grades and sizes are subject to

control. There is, however, no vol-

ume regulation. The program re-

lates only to desert grapefruit and
does not include summer grapefruit.

Desert grapefruit is limited to pro-

duction in Arizona, Imperial

County of California, and that part

of Riverside County in California

south and east of Whitewater, Calif.

Committees nominated and ap-

pointed in compliance with Federal

and State orders and agreements

administer the desert grapefruit

program.
The two administrative commit-

tees handling the orange programs
under Federal orders 14 and 22,

each consist of six growers, four

handlers, and one member not di-

rectly connected with the citrus in-

dustry, all appointed by the Secre-

tary of Agriculture from nomina-
tions submitted in accord with the

provisions of the order. The
Lemon Administrative Committee,

established under Order No. 53, con-

sists of 13 members—8 growers, 4

handlers, and the 13th is a non-

industry member selected by the 12

grower or handler members.
Sunkist, as such, is not a part of

the operating mechanism of the

various programs. The several

committees deal directly with the

individual local shipping units and

not with their selling organizations,

except to obtain pertinent market

information or other data that may
help administer the programs.

Sales Procedure

The keynote of the Sunkist sales

policy is, and always has been, the

best distribution of supplies. This

means two things. First, every

carlot market in the country will

be supplied with that quantity of
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citrus fruit it can consume from day
to day or week to week. Second,

the entire crop will be distributed

over the shipping season in such a

manner as to satisfy consumer de-

mand and avoid an oversupply at

one period and shortages at other

times. The total supply is fixed by
natural conditions and cannot be

increased or decreased by any of the

agencies engaged in production or

marketing.

Transmits Crop Information.—The
intelligent selling of citrus fruit is

predicated upon accurate crop in-

formation and systematically col-

lected market data. Sunkist gath-

ers information on crop conditions

and supply from shippers and vari-

ous agencies compiling such data

and transmits it to various sales of-

fices. These sales offices keep the

Sunkist fresh fruit sales department
informed regarding market condi-

tions. This office in turn advises

the district exchanges about sales

conditions and the outlook in con-

suming markets. Because speed is a

primary requirement in transmit-

ting this essential information, tele-

type, air mail, cables, telephone, and
telegraph are used to assemble and
disseminate information and to con-

summate citrus sales.

Most communications back and
forth between the Los Angeles office

and the markets are conveyed by
telemeter. Through a relay station

in the Chicago district office, tele-

grams from all points east of Den-
ver now come direct from sending
point to Los Angeles via this device.

Its use has materially speeded up
service and at the same time reduced
cost. The wire circuit system has

brought the Los Angeles office in

direct contact with western offices.

In 1930, teletype communication
was installed between the Los An-

geles sales department and the dis-

trict exchanges. By means of this

service, sales results in all mar-

kets—in fact every teletype message

and telegram relating to sales that

come to Sunkist during the day

—

immediately go out over the teletype

system and appear simultaneously

in each of the 17 district exchange
offices. The system is also employed
between the Los Angeles sales office

and the telegraph companies in Los
Angeles to accelerate delivery of

both incoming and outgoing wires.

The policy of making informa-

tion regarding sales of citrus fruit

available to district exchanges con-

forms with a policy set forth in the

1895 bylaws of the Southern Cali-

fornia Fruit Exchange. The tele-

type system of relaying information

is a valuable aid in furthering this

policy. Early in the day the central

office and the district exchange of-

fices can determine the trend of the

market. A district exchange man-
ager in consultation with the sales

department can quickly reach a de-

cision on an offer submitted for a

particular car.

All decisions on price, destina-

tion, and movements of cars rest

with the individual district ex-

change to which these reserved

rights of each association have been

delegated in accord with the newly
amended bylaws. Under the Sun-
kist system, each association is

competing directly with every other

association, both within and with-

out the system. For this reason,

each association manager strives for

optimum plant efficiency, since this

affects returns of his members as

compared with members of other

associations.

Uses Card Manifest System.—
Each individual car of citrus fruit

represents a transaction and re-
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ceives constant individual attention

from the Los Angeles sales office,

from the district exchange office,

and from the sales offices in the

markets. A local packing unit re-

ceives shipping instructions from
the district exchange of which it is

a part. When the car has been load-

ed and shipped, a card manifest,

together with other papers, is for-

warded to the Los Angeles office.

This card contains full informa-

tion concerning the shipment. It

includes name of the local packing
unit, name of the district exchange,

point of shipment, city of destina-

tion, car number, railroad routing,

names of brands, number of cartons

of each size of fruit, and type of

refrigeration or ventilation used.

The card manifest usually is re-

ceived in Los Angeles the day after

the car is shipped. The district ex-

change retains a counterpart card

and mails a copy to the Sunkist sales

office to which the car is billed.

The Los Angeles office, upon re-

ceiving the card manifest, immedi-
ately notifies by wire the district

sales office to which it is billed. All

cards received each day are entered

in a bulletin called a "size list,"

which is mailed to every Sunkist

sales office in the United States and
Canada. Copies of this size listing

are also sent to all district ex-

changes and local packinghouse
units. The size list contains all the

information on the card. The more
distant offices receive the bulletin by
airmail. Thus every Sunkist sales-

man has complete information on
the contents and routing of all mov-
ing cars within a short time after

shipment.

A district exchange manager with
complete market information at

hand is able to interpret teletype

messages relating to offers, prices,

adjustments, and sales confirmation

for each shipment and to use the

information so obtained in the sale

of fruit from the packing units he

represents.

The card goes in the live file of

the fresh-fruit sales department,

according to serial number and
market destination. Each individ-

ual card is examined at least once

a day, usually more often, to deter-

mine what attention it may require.

The day before the car is due at its

market destination, the fresh-fruit

sales department confers with the

district exchange. They agree upon
a price and wire the sales office re-

ceiving the car.

If the agreed price cannot be ob-

tained, and if the offered price is not

acceptable to the district exchange

as delegated agent of the packing

unit, the car is diverted to another

market. This system applies only

to cars that are priced on arrival in

the market. It does not apply to

shipments that are sold at a con-

firmed price.

Opportunity for Sunkist's fresh-

fruit sales department to perform
these various functions is afforded

by the time required for a shipment

of citrus fruit to move from Cali-

fornia or Arizona shipping points

to eastern markets. The usual

freight transit time for citrus fruit

from southern California to desti-

nation for sale is: Omaha, fourth

morning; Chicago, fifth morning;
New York, seventh morning; and
Boston, eighth morning.

Car Diversion Possible.—As this

report is written, the rates on
California-Arizona citrus range

from $1.17 per 100 pounds to Den-
ver to a blanket rate of $2.02 per 100

pounds to markets in the general

area east of the Mississippi. Under
these rates, the shipper is allowed to

divert his car to markets intermedi-
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ate to the original billed destination

at a low diversion charge. Diver-

sions can be made only as long as

main routes are followed, and a car

cannot be diverted backwards to-

ward its origin. For an additional

charge, however, backhauls or out-

of-line hauls are permitted for

stated distances.

Thus, with little extra cost cars

can be moved from one market to

another, if advantageous to the

shipper. Some cars are split be-

tween two markets, where the tariff

permits such practice. It is not un-

common to split cars between several

members of the trade in an individ-

ual market, especially on shipments

of lemons during the winter months.

Every incoming and outgoing

wire goes on the card manifest, as

well as every change of routing,

changes in icing instructions, or any
other action. Thus, the card con-

tains a complete record of the car

from the time it is loaded to the time

it is sold.

Handling Proceeds.— Proceeds
from the sale of fresh fruit are

remitted through Sunkist at Los
Angeles to the district exchanges.

District exchanges are then assessed

monthly for marketing, advertising,

and revolving-fund purposes. A
fixed retain per carton is determined
at the beginning of the season for

each kind of fruit. This sum in-

cludes the estimated costs of main-
taining the central and branch Sun-
kist offices, a fixed advertising

charge, and other necessary charges.

Expenses of the district exchange
are retained from the funds that are

ultimately sent to the local associa-

tion.

Returns from products fruit are

handled differently. Fruit is sent

to the products pools on consign-

ment from the association. Partial

payments are made each month on
the fruit in the pools. Then at the

end of the pool a final payment is

made. At the end of the season

Sunkist assesses its locals for mar-
keting their fruit.

Informing Sales Organization.—
Before the beginning of the season,

the general manager, the advertis-

ing manager, and the fresh fruit

sales manager of Sunkist visit each
of the area offices, where a confer-

ence is held with the area manager
and the district managers. Among
the subjects discussed at these con-

ferences are plans for handling the

oncoming crop. During the season,

the area manager is in constant

touch with all districts in his area,

and visits the principal markets fre-

quently, thus keeping the area or-

ganization up to a high standard of

performance. Every effort is made
through these various means to keep
all parts of the sales organization

fully informed.

To determine all the facts sur-

rounding the marketing of citrus

fruits, including completeness of

distribution and costs involved in

each part of the distributing opera-

tion, Sunkist periodically under-

takes market surveys in different

parts of the country.

Methods of Sale

Sunkist uses all the recognized

methods of sale in distributing fresh

citrus fruit. It uses the auction

method of selling at large terminal

points for the following principal

reasons : ( 1 ) The assemblage of buy-

ing power representing a variety of

interests; (2) the speed with which

large quantities of fruit can be sold

;

(3) the prompt payment for fruit

sales; and (4) the assumption of

credit risk by the auction companies.

Sunkist employs the price-arrival
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basis of selling wherever practi-

cable. Under this plan prices based

on local market conditions are

named at the time the fruit arrives

in private-sale markets where, if

necessary, ears can be diverted to a

point beyond on the through freight

rate. Members of the trade can buy
with confidence because delivery can

be made immediately and they de-

termine their needs on the basis of

current knowledge of the sizes and
qualities in demand in their partic-

ular market areas.

When a terminal operator buys
f.o.b. California prior to shipment

of the fruit, he assumes the risks of

price fluctuation between shipment

and delivery dates as well as those

risks based on uncertainties of size

and quality demand that may pre-

vail a week, 10 days, or even a longer

period later. Delivered or price-

arrival basis of pricing permits the

grower to retain ownership and con-

trol of the fruit until delivered at

the terminal markets.

The trademark Sunkist is well known in for-

eign markets. Here oranges are being
loaded for export.

In determining a basis for deliv-

ered (or arrival) price quotations

for fruit sales in private (nonauc-

tion) markets, Sunkist takes into

account demand and supply factors

prevailing in both auction and non-
auction markets. Sales at auction

serve to a substantial degree as price

indicators and offer immediate clues

to the price differentials existing be-

tween grades and sizes of fruit. Ne-
gotiations between Sunkist sales

representatives and buyers in pri-

vate-sale markets also contribute to

determining delivered price quota-

tions.

Export Sales

In exporting fresh citrus fruits,

Sunkist tries to move the largest

possible volume of those sizes in sur-

plus to relieve the domestic market,

and to offer competition with for-

eign producing areas where lower

production costs prevail. Export
prices are based on world market
conditions of supply and demand.

Sunkist advertising through for-

eign newspapers and posters main-
tains Sunkist as a well-known
trademark in foreign markets.

In exporting citrus fruits, Sun-
kist uses every precaution to insure

fruit arriving in the best possible

condition. All fruit for export is

carefully selected for carrying qual-

ity and is inspected at the packing-

house by a member of the Sunkist

field department, At the ship a

Sunkist inspector further scruti-

nizes the fruit and supervises its

loading into refrigerated compart-

ments. He sees that the fruit is

properly stowed for the approxi-

mately 3 weeks required to reach

its destination. The inspector also

sees that the ship's engineer is fa-

miliar with the peculiar needs for

carrying fresh citrus fruits and that
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he gets instructions on correct car-

rying temperature.

From time to time, in conjunction

with the U.S. Department of Agri-

culture and the steamship com-

panies, Sunkist has undertaken re-

search in ocean transportation

methods.

Loose-Fruit Sales

Packing units have full authority

to make local sales for local distri-

bution in the producing areas.

They are not permitted to sell loose

fruit to processors. Usually only

Choice or Standard grades are sold

loose, but sales of Sunkist grade are

also permitted.

Loose-fruit sales are made
through "country salesmen" in cer-

tain areas of California and Ari-

zona. These salesmen are repre-

sentatives of the Los Angeles dis-

trict sales office.

Products Sales Department

The products sales department,

organized in 1926, is responsible for

marketing citrus products manufac-
tured by the lemon products divi-

sion and the orange products divi-

sion of Sunkist. Its purpose is to

yield the maximum grower return

from fruit not marketed in normal

fresh-fruit channels.

Products sales department activi-

ties are studied and reviewed by
a products executive committee.

Membership of this committee is

composed of directors selected from
the Sunkist board of directors.

Certain of these directors are mem-
bers of the orange products commit-
tee, while others are members of the

lemon products committee.

Headquarters of the products

sales department are maintained at

Ontario, Calif. Branch offices are

located at Newark, N.J.
;
Chicago,

111. ; and at Dallas, Tex.

Also located at Ontario are the

service functions which support the

sales and merchandising efforts of

sales personnel in the field. These
include sales management, advertis-

ing, merchandising and sales pro-

motion management, accounting,

credit management, personnel, mar-
ket research, and traffic. All work
closely with other support groups

in the Sunkist organization—such

as the research departments, the

customer service laboratory, and
new product development groups

—

to provide the necessary flow of in-

formation and assistance to the

field.

Citrus fruit is manufactured into

products when crop, quality, or

other considerations make it eco-

nomically desirable to sell the fruit

in products form.

Most businesses regulate their

purchases of raw materials to coin-

cide with market demands for their

products. This is not essentially

true of the Sunkist products opera-

tion which takes what the packing-

houses send it in the form of prod-

ucts fruit. Production and sales of

more than 400 products items must
then be regulated to produce maxi-

mum grower return consistent with
existing markets.

By developing a large number of

products for sale to widely varying

markets and industries, the prod-

ucts sales department has been able

to achieve a great measure of flexi-

bility and stability. Such diversifi-

cation becomes a hedge against a

potentially variable fruit supply

situation and against a product de-

mand situation which may not al-

ways be desirably adjusted to avail-

able supplies of fruit.

Thus, grower returns may be
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maintained at maximum levels by
diverting products fruit into pro-

duction of commodities for which
there is current or anticipated de-

mand. Conversely, fruit may be
withdrawn from the production of

commodities for which there are

temporary market surpluses or low
prices.

Products marketed by the prod-

ucts sales department divide into

two basic categories—juice prod-

ucts and peel products.

As the term implies, juice prod-

ucts are derived from the juice

components of the fruit. Examples
are concentrated juices, bottlers'

bases, and frozen concentrates for

orangeade and lemonade. Certain

natural strength juices find uses as

beverages and as ingredients in

various food products.

Peel products derive from the

skin of the fruit and include flavor-

ing oils, several types and grades of

pectins, various pharmaceuticals

such as the bioflavonoids, and the

end-product, dried pulp for cattle

feed.

Variations in these basic products

account for the large number of

items offered for sale. Each is a

response to the particular needs of

the marketplace. For marketing
purposes, these products are segre-

gated into those items which are

sold directly to the consumer and
those sold as ingredients to indus-

trial customers who incorporate

them in their own manufactured
items.

Consumer Goods Sales

Products designed for home and
institutional use are marketed

under the direction of the consumer
goods sales desk. Sales programs
are implemented through a net-

work of about 80 brokerages estab-

lished in key markets throughout

the United States and Canada.

Such products are marketed prin-

cipally under the Sunkist trade-

mark. Certain citrus products also

are sold under private and control

labels. Local control of brokerages

is exercised through the branch of-

fices and area supervisors. Close

home-office control is maintained

over brokerages and local super-

vision.

Because of the tremendously wide

applications of citrus fruits—par-

ticularly lemons—to home and
institutional uses, a wealth of mer-

chandising opportunities exists for

these products. Lemon juice, for

example, is canned and bottled in a

variety of sizes for sale, unfrozen

off the shelf. It is also sold as a

quickfrozen juice in 6-ounce cans

directly to the consumer, through
grocery stores, and to institutional

users in larger containers.

Educational programs have ac-

quainted potential users with lemon
juice's wide applicability as a

condiment for table use, on salads,

as an ingredient in salad dressings

and marinades, as a salt replace-

ment in low-sodium diets, and for

many other uses. All of these fac-

tors are suitably merchandised to

the trade to help in proper store

placement of the commodities.

Point-of-sale material is used to

merchandise various applications to

the consumer while newspaper
advertisements follow similar
themes.

Until shortly after World War
II, consumer goods sales efforts

were confined almost entirely to

non frozen or "shelf items. But
with the advent of the rapidly

growing frozen food business, en-

tirely new concepts of merchandis-

ing and distribution had to be
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Proper irrigation is one of the most important factors in growing California-Arizona citrus.

developed to keep pace with the

enormous strides of the frozen food

field.

The tendency in the grocery store

field toward consolidation into in-

creasingly larger but fewer units

has been equally as demanding of

ingenuity. The stores' centralized

buying operations have added to the

problems attendant upon a change
from the more traditional methods
of doing business, and a collateral

effect has been for the stores to regu-

late even more stringently the sup-

pliers' in-store merchandising ef-

forts. In this doubly competitive

struggle for space in the frozen

food cabinets and for the consumer's
dollar, a delicate balance must be
struck between the funds available

for advertising and those necessary

as buying allowances to effect

distribution.

In spite of these difficulties,

frozen lemonade has been merchan-
dised to the point where, in 1959,

it had become one of the fastest

growing juice products on the

market.

Industry Products Sales

Activities of the industry prod-

ucts sales desk are necessarily com-

plex because of the large number of

widely varying products sold to

greatly differing markets. Thus, a

highly specialized sales staff is re-

quired. Because sales are made to

manufacturers who use citrus prod-
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ucts as ingredients in their own
products, the salesman not only

must know his own line intimately

;

he must also have keen insights into

the manufacturing and marketing
problems of the industries he serves.

For example, selection of the

proper pectin is vital to making
preserves. The industry salesman

must be able to recommend, to inter-

pret, and to demonstrate the use of

the proper pectin to his customer.

Industry salesmen encounter simi-

lar problems in the bottled beverage,

jam and jelly, baking, confection-

ery, dairy, pharmaceutical, and fish

processing industries, plus the many
other industries they serve.

Industry products sales markets
its four basic products groups
through these sales desks : ( 1 ) Juice

sales, (2) dairy franchise drink
sales, (3) essential oil sales, and (4)

other products such as pectins and
pharmaceuticals.

Juice Sales.—This desk accounts

for a major portion of industry

products sales' dollar volume.

Products include natural strength

and concentrated juices, which are

sold to the soft drink bottling in-

dustry as beverage bases, to indus-

trial processors who package and
sell the juices under their own labels

and who pack for others, and to

other processors who use juices. A
recent development is the applica-

tion of lemon juice in processing fish

to preserve color, flavor, and texture.

Dairy Franchise Drink Sales.—
This sales desk markets several con-

centrated citrus juice products

through dairies that have been li-

censed to distribute and to sell at

retail, under the Sunkist trade-

mark, the beverage products de-

rived from these concentrates. Re-

cently this activity has been ex-

panded to include sales to vending
machine operators whose equipment
meets Sunkist licensing require-

ments for quality control.

Institutions, schools, and certain

classes of restaurants are also cus-

tomers of these particular products.

A mutual merchandising program,
closely administered by Sunkist,

permits customers to promote sales

of these products under the Sunkist

label and is a rather appropriate

means of broadening distribution

at low cost on a pay-as-you-go basis.

Essential Oil Sales.—This desk

markets entirely through brokers

who specialize in selling all types of

flavoring oils. The unique and
highly diversified nature of the

essential oil business makes it desir-

able to utilize such brokers' existing

sales forces.

All Other Products.—In this clas-

sification are two major groups of

products—pectins and pharmaceu-
ticals. Pectins, as already noted,

are sold to the jam and jelly, baking,

and confectionery industries. These

products have been adapted to serve

a great variety of manufacturers'

needs. Sunkist, one of the world's

largest pectin producers, has come
to be regarded—through its funda-

mental research into the behavior of

pectins—a leading authority on

pectin technology. Industry sales-

men are experts in counseling manu-
facturers in the use of pectins.

Pharmaceuticals require selling

of a high order of technical compe-

tence and typically involve close in-

terrelationships between the medi-

cal profession and the ethical and

proprietary drug fields. Sunkist

makes no direct sales of pharma-
ceuticals to the consuming public.

They sell to various manufacturers

who incorporate them as ingredi-

ents in their medicinal products or
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nutritional supplements. Certain

pectins and the bioflavonoids are ex-

amples of citrus products which are

important pharmacologically.

With the notable exception of

dairy franchise drink items, most
Sunkist industrial products are sold

under the Exchange Brand label, a

carryover from the days when the

organization was known as the Cal-

ifornia Fruit Growers Exchange.
Because the manufacturing trade is

already so familiar with the Ex-
change Brand label, it is not con-

sidered appropriate to sell most in-

dustrial products under the Sunkist

trademark—particularly when such

products typically lose their brand
identities before they reach the

consumer.

Sunkist sells citrus products in

about 80 of the principal foreign

markets, excluding Canada, which
is considered to be a domestic mar-
ket. Representatives living in the

major foreign market areas handle

these sales. Products are sold un-

der both the Sunkist and Exchange
Brand trademarks. Direct sales

representatives, employees of the

products sales department, have of-

fices in Zurich, Switzerland, and in

Mexico City.

Advertising and Merchandising
Department

The marketing problems arising

from total shipments of about 6,000

carloads of citrus fruits in 1893,

when the Southern California Fruit

Exchange was incorporated, were

met in two ways. They were (1)

by improving methods of distribu-

tion and (2) by creating more de-

pendable merchantable qualities in

the product through establishing

standard grades and improving

handling practices. By 1907, car-

lot shipments of California citrus

fruits had increased to almost 30,-

000. Sunkist shipments had grown
to more than 13,000 carlots. Fur-

ther steps, however, were necessary

to enlarge the market for California

citrus.

Sunkist began systematic adver-

tising in 1907-08, based on an ap-

propriation of not to exceed $10,000

to promote sales of citrus fruit.

The first experimental advertising

campaign took place in Iowa, with
Des Moines as the center, in coop-

eration with the Southern Pacific

Railway. (See illustration on page

2. ) Fruit went forward in special,

bannered trains
;
prizes were offered

for articles that could be used in

advertising California oranges and
lemons; and the railroad company
covered billboards throughout the

State with such slogans as "Oranges
for health—California for wealth."

Sunkist carefully checked sales

before and after the campaign in

Iowa. It found that while its in-

crease for the country as a whole
amounted to about 17 percent, Iowa
alone showed a gain of 50 percent.

Having proved the value of ad-

vertising to its satisfaction, Sunkist

has since steadily increased the an-

nual advertising budget. The
1958-59 expenditure was more than

$3.9 million. From 1907-08

through 1958-59, Sunkist invested

about $86 million for advertising

and merchandising fresh oranges,

lemons, grapefruit, and processed

citrus products. This sum was used

in the United States, Canada, and
other countries where Sunkist con-

ducts promotional work. Advertis-

ing appropriations have been met

by annual assessments per packed

box which have varied over the

years.

For oranges, advertising assess-
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Sunkist Ads

Newspaper and
Magazine

vhoK- lu sh iit'anm-s.

Sunkist Oranges

Sunkist
Fresh Lemons

The above examples illustrate types of advertisements used by Sunkist to stimulate demand for

its members' citrus products. Advertising plays an important role in this cooperative's effective

merchandising program.

merits have ranged from a low of 2

cents a packed box in 1915 to as high
as 8 cents—equivalent to 4 cents a

carton—during the years 1936-

1954. Since 1954, orange assess-

ments have been on a carton basis

of from 4 to 6 cents, due to the shift

from wooden boxes to half-box

cartons.

For lemons, the assessment rate

of 4 cents a packed box from Sep-

tember 1915 to August 1919 rose

through the years to a high of 19

cents by 1955. Since 1955, lemon
assessments have been 9.5 cents a

carton.

Grapefruit assessments have

shown a similar range, from 4 to 5
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cents for the period November 1922

to October 1930, 10 cents from No-
vember 1930 to October 1933, 3 cents

from November 1933 to October

1940, 1 cent from November 1940 to

October 1949, and 3 cents from 1949

through 1955. Beginning in the

1955-56 season, grapefruit assess-

ments were 1.5 cents a carton. In
1957-58, this was raised to 5 cents

a carton for summer non-desert

grapefruit.

The advertising department must
keep its expenditures on each va-

riety within the season's income.

Unexpended advertising funds are

refunded through the district ex-

changes to the local associations at

the end of each season.

In its advertising Sunkist has had
these primary objectives: (1) To
increase the total consumption of

oranges, lemons, and grapefruit;

(2) to stimulate consumer and trade

preference for California and Ari-

zona citrus fruits—more particu-

larly those packed under the Sun-
kist brand; (3) to increase the

efficiency of merchandising through
better display and faster turnover,

and (4) to encourage reasonable

price margins.

Fundamental to Sunkist adver-

tising has been recognition of the

need for standardizing grades and
maintaining grading standards

;

quality pack; adequate harvesting,

packing, and transportation meth-

ods; efficient equipment to insure

fruit arriving in good condition at

terminal markets; use of identify-

ing brands ; and making fruit read-

ily available to customers whose
interest has been stimulated by con-

sumer advertising. The trademark
SumJcist was adopted in 1908.

Sunkist advertises its brands
through various appetite and health

appeals. It employs all the chief

media of advertising in varying de-

gree. It has adopted a procedure

to assure, as far as possible, the suc-

cess of its advertising work. A
committee of 12 directors of Sun-
kist carefully considers all new
ideas and advertising strategies be-

fore they are adopted. Research
along three principal lines is em-
ployed: (1) Trends in distribution

and merchandising; (2) consumer
research, and (3) scientific nutri-

tional and product research.

Sunkist constantly studies chang-

ing conditions in distributing citrus

fruits through both wholesale and
retail channels. It analyzes and
pretests merchandising ideas and
sales plans at selected retail points

to determine their effectiveness be-

fore launching campaigns involv-

ing large expenditures of money.
Through the cooperation of maga-
zines and newspapers and by per-

sonal interviews, it gathers infor-

mation firsthand from housewives

—

scattered geographically and by in-

come groups—on the ways they are

using citrus fruits and why they

prefer to use them in these ways.

In its scientific nutritional and
product research, Sunkist studies

its fruits to determine ways in

which they may be superior to com-
petitive citrus fruit and to other

fruits and vegetables as well.

Consumer advertising, merchan-
dising work, home economics and
educational work, nutritional re-

search, public relations, and pro-

moting labor-saving citrus serving

equipment are all in the Sunkist ad-

vertising program.

Consumer Advertising

Separate consumer advertising

campaigns cover navel and Valencia

oranges, lemons, grapefruit, and all
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types of consumer and industrial

products. The principal strategy

in both navel and Valencia orange

advertising is publicizing health

and food uses. Campaigns vary

only in respect to competitive fac-

tors and seasonal influences on con-

suming habits. Lemon advertising

runs without interruption through-

out the entire year but is broken

down into separate appeals or uses,

some of them seasonal. Grapefruit

advertising is devoted to retail mer-
chandising efforts.

In consumer advertising, four-

color one half-page and full-page

ads are run in magazines. Sunkist

is also a large user of newspaper
advertising.

Institutional advertising and
merchandising are important as-

pects of the Sunkist advertising

effort. Included are such features

as point-of-sale posters, sales re-

minder brochures for restaurant

operators, menu clip-ons stressing

the values of oranges and lemons in

the diet, recipe booklets, direct mail

pieces, and advertisements in insti-

tutional trade journals for all fac-

ets of the broad food service mar-
ket.

Advertising and merchandising
in Canada parallel that in the

United States. Sunkist advertising

follows its sales throughout the

world. Widespread advertising in

most western European countries

was resumed following World War
II, as sales opportunities permitted.

The same is true of trans-Pacific

markets.

Merchandising

An integrated part of Sunkist

advertising is the merchandising
function. Working out of district

offices but maintaining close contact

with the head office in Los Angeles,

53 trained Sunkist merchandisers
call on wholesale fruit jobbers, re-

tail grocers, fruit dealers, soda

fountains, hotels, restaurants, hos-

pitals, schools, and other institu-

tions. They distribute advertising

display material and arrange fruit

displays, where practicable, as a

point-of-purchase medium. During
1956-57, these merchandisers made
72,582 personal calls, 66,270 of them
at fresh fruit outlets and 6,312 at

eating establishments and institu-

tions. As a result of these calls,

27,470 floor displays and 538 win-

dow displays were installed in retail

stores in the United States and
Canada.

It has long been the policy of

Sunkist to emphasize to the retailer

that he will realize a larger sales

volume through quick turnover.

The ultimate objective of this pro-

gram has been to bring about a re-

duced retail price and lower retail

margin to the benefit of both grower
and consumer.

Cooperation With Other Advertisers

For many years Sunkist has
actively promoted advertising with
other leading food advertisers

where common interests made this

possible. For example, in its cam-
paign on better breakfasts Sunkist

illustrates and mentions many foods

other than orange juice. It then

calls attention to this valuable pub-

licity among other advertisers and
suggests use of orange juice in their

advertising and merchandising
programs.

Sunkist has conducted very sub-

stantial "related-item" advertising

and merchandising promotions,

especially for lemons, with other

leading national advertisers of such

products as pie mixes, fish and sea

foods, and cold remedies.
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Grower Advertising

For more than 30 years, Sunkist

has carried in California and
Arizona citrus belt newspapers,

farm magazines, and radio a con-

tinuing program of advertising

addressed to growers. This pro-

gram is designed to keep the grower
informed of current problems in the

citrus industry and to encourage

him to join the Sunkist system if he
is not already a member.

Nutritional Research

Sunkist-supported nutritional re-

search includes studies in the wide
field of investigation dealing with

the therapeutic value of citrus

fruits. Results of the research are

featured in Sunkist advertising.

Through its nutritional research

activities, Sunkist maintains co-

operative relations with the medical,

dental, and dietetic professions.

These activities also enable Sunkist

to keep informed in the field of

rapidly expanding knowledge re-

garding foods for human consump-
tion.

Sunkist is one of 54 members of

the Nutrition Foundation, Inc.,

which was established in 1941 by
leaders in the food industry who
recognized the need for increased

support of basic research and edu-

cation in the science of nutrition.

It carries on its objectives through
grants-in-aid to universities and
other research institutions, besides

studies which are conducted by Sun-
kist 's own research department.

Educational Program

In 1923, Sunkist began to prepare

and distribute printed educational

material in the form of Sunkist

Food Bulletins. More than 100 mil-

lion pieces of this popular educa-

tional material were distributed to

food teachers and students, doctors,

dentists, nurses, dieticians, and pub-

lic health workers.

Recipe booklets have been pre-

pared and distributed by Sunkist

for a numbep of years.

Sunkist made its first film under
the educational program in 1919

and 1920. Since that time 25 educa-

tional films for consumer showing
have been prepared. In addition,

several films for showing by the

merchandising staff to members
of the trade have been released.

Sunkist estimates that in recent

years its major educational films

have had an annual audience of over

a million persons.

Earlier films pictured growing
and preparing citrus fruits for mar-
ket. Then came the additional rec-

ipes and suggestions for uses of cit-

rus fruits. Current films incorpo-

rate health and nutritional material.

By maintaining high standards in

preparing its educational material

in both films and publications, with

minimum amounts of advertising,

Sunkist has received wide accept-

ance within educational circles for

these materials.

When a new recipe is developed,

it is released in Sunkist food bulle-

tins, news releases, or possibly in a

new recipe booklet. The results of

research, when published by Sun-
kist, appear in the Sunkist child-

feeding booklets, in news releases,

and in the Sunkist publication, Cit-

rus Nutrition Research. The ad-

vertising department maintains a

complete experimental kitchen in

the Sunkist Building, in which new
citrus recipes are tested and
perfected.

Extractor Sales

In 1916, Sunkist incorporated in

its advertising the slogan "Drink
an Orange." Even at that early
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date, the value of juice as an outlet

for increased quantities of citrus

fruits was recognized as an essential

part of Sunkist advertising strat-

egy. Juice extractors for lemons

were on the market, but no such

extraction device for oranges was
to be had at a reasonable price.

Through the efforts of Sunkist, a

leading glassware manufacturer be-

came interested in producing a glass

reamer large enough for an orange.

To introduce it, Sunkist sales and
merchandising forces sold over 600,-

000 Sunkist reamers in a few

months' time.

Beginning in 1921, Sunkist pro-

moted the use of juice extractors at

soda fountains and elsewhere. In

that year, it began assembling elec-

tric juice extractors for this pur-

pose. Previously dispensers dis-

couraged demand for citrus fruit

drinks because of the time required

to prepare them and the unavoid-

able untidiness that went with the

preparation. Power extractors met
this problem successfully.

Currently Sunkist sponsors three

types of juice extractors. Sales of

the first, the larger machine, have
exceeded 100,000. About 500,000 of

the second type, the Jucit, intro-

duced in 1928, have been sold for

home use. A total of 4 million of

the third type, the Sunkist glass

reamer, have been sold.

Sunkist has introduced a lemon
sectionizer for institutions to use in

cutting lemons for many uses. It

is expected that this machine will

increase the use of lemons through
making the sectionizing process

more economical and more efficient

and reducing the labor involved.

Experimental work is underway to

develop further juice extracting

equipment, juice-vending machines,

and peeling devices.

Traffic Department

The Sunkist traffic department
handles the transportation prob-

lems that arise from shipping an av-

erage annual volume of approxi-

mately 64,000 carloads of citrus

fruits, grown in California and Ari-

zona, and distributed throughout
the United States and Canada.
The average haul is approximately

2,700 miles, with over 60 percent of

total shipments going to markets

east of the Mississippi.

The traffic department is respon-

sible for transporting fresh citrus

shipments from the time cars are

loaded at packinghouses and deliv-

ered to carriers until they are ac-

cepted by buyers in terminal mar-

kets. Products fruit shipments are

the responsibility of the products

sales department.

The duties and activities of the

traffic department fall into two gen-

eral categories: (1) Those dealing

with the daily movement of ship-

ments; and (2) those more general

activities concerning the level of

rates and charges, maintaining Sun-

kist's competitive position with re-

spect to rates, supply and type of

cars and other transportation

equipment, transportation sched-

ules and service, and legislative

matters affecting transportation.

One of the principal daily func-

tions of the traffic department is to

make certain that shipments reach

their proper destination on time, in

good condition, and upon payment

of proper charges. The traffic de-

partment does not decide where a

car is to go, but it does determine

how it should get there. Many rail-

roads connect at thousands of

points, forming several hundred

thousand routes. Thus routing is

highly important, as both the sched-
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ule and the rate depend on the

routes used.

The traffic department prepares,

and furnishes to all packinghouses,

routing sheets showing the best

available routes for the movement
of their fruit.

Provides for Car Diversion

The principal objective is to select

routes that give the sales depart-

ment opportunity for the broadest

distribution possible by keeping

cars in channels for diversion en

route. Then changes in destination

can be made without delay and
without payment of additional

freight charges. Citrus fruits are

permitted five diversions, and the

privilege is used extensively.

The ability to divert from one

destination to another enables ship-

pers to take advantage of favorable

market situations as they arise while

cars are in transit. This has been

a boon to the marketing of citrus,

but it requires close coordination be-

tween the fresh fruit sales and traf-

fic departments. To place diver-

sions properly with the railroads,

the traffic department must know
the location of each car while in

transit.

To facilitate the handling of di-

versions after arrival of cars at the

billed destination, the traffic depart-

ment furnishes each district sales

office with standing instructions for

routing cars to markets beyond.

Routes from market to market must
be so selected that, dovetailed to-

gether, they form through routes to

final destination that result in the

lowest rate and the fastest schedule.

This also puts the district manager
in position to place diversions and
enables the fresh fruit sales depart-

ment to quote a car that has arrived

and, at the same time, to give the

district manager instructions as to

where to divert if he cannot sell at

the price quoted.

After a car is sold, the file on each

shipment is carefully checked. If

any improper charges or losses due

to delay or mishandling are found,

a claim is filed with the carrier.

During the 5-year period ended Oc-

tober 31, 1958, the average number
of claims filed per year was 2,801

for the amount of $215,158. The
average annual number of claims

collected was 2,725, amounting to

$172,260. The full amount of all

claims collected is returned imme-
diately to shippers.

Sunkist is constantly studying

and working toward improving the

transportation of citrus fruits.

Through tests and studies con-

ducted in cooperation with the U.S.
Department of Agriculture, many
types of modified or limited refrig-

eration service have been developed

and published in the tariff as a sub-

stitute for the more expensive full

standard refrigeration service.
Sunkist is the only citrus mar-

keting organization in the country

that has set up an in-transit inspec-

tion service.

Provides for Car Inspection

Refrigeration tests made under
actual transportation conditions by
the U.S. Department of Agricul-

ture, in cooperation with Sunkist's

field laboratory and traffic depart-

ment, found (1) that outside air

could be used for refrigeration dur-

ing the winter months and (2) that

less expensive refrigeration services

were adequate during the summer
months, provided great care was

given to cars in transit. As a result,

traffic department passing inspec-

tors are now stationed at El Paso,

Tex.; Belen, N. M.; and Ogden,
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Utah, through which cars moving
over the principal transcontinental

railroads pass early on the third day
after loading.

Because of the safety factor these

inspectors provide, Sunkist shippers

are able to bill cars with vents open

during the winter and under ade-

quate, but less expensive, classes of

refrigeration service during the

summer. They know the inspectors,

operating under standing instruc-

tions, will close the vents if neces-

sary and the ice bunkers will be in-

spected 3 days after loading and,

if required, appropriate changes

will be made in refrigeration

services.

A comparison of present costs for

refrigeration with those incurred

before establishment of the inspec-

tion service indicates an annual sav-

ing of several hundred thousand
dollars.

An important duty of the traffic

department is to arrange for an ade-

quate supply of refrigerator cars

and, through close cooperation with

the refrigerator carlines and rail-

roads, to insure that citrus growers

get their fair share of available cars

when the supply is short.

Sunkist is represented on the Na-
tional Refrigerator Car Committee,
which has been largely responsible

for developing air circulating fans

and many other improvements now
considered standard equipment in

the refrigerator car.

Represents Sunkist Before ICC

The traffic department actively

participates in proceedings before

the Interstate Commerce Commis-
sion in connection with all cases in-

volving general increases in freight

rates, refrigeration, and unloading
charges. It participates, also, in

the numerous cases before the Cali-

fornia Public Utilities Commission

involving intrastate truck rates,

rules, and regulations.

In addition, the traffic depart-
ment works constantly with various
ratemaking bodies, carriers' refrig-

eration and container committees,
and individual carriers, in an effort

to obtain the following: Increased
diversion privileges, absorption of
switching charges, establishment of

realistic estimated weights on con-

tainers, additional points at which
cars may be stopped for partial un-
loading or for repackaging in tran-

sit, and other changes in—or

amendments to — transportation

tariffs that will facilitate marketing
and permit wider distribution of
citrus fruits from California and
Arizona.

Membership in several local and
national transportation organiza-

tions enables Sunkist to make
known its views and position on the

many legislative matters affecting

transportation.

Sunkist's traffic department does

not make arrangements for trans-

portation by truck. These are

usually handled by the customer.

When Sunkist receives an order, it

transmits to the packinghouse in-

formation pertaining to brands,

sizes, and date of pick-up. The
packinghouse fills the order and has

the fruit on the floor and ready to

load by the time the trucker ap-

pears.

The driver, in most instances, su-

pervises and sometimes helps load

refrigerated trucks, and after check-

ing to see that all the cartons have

been picked up, issues a receipt to

the packinghouse manager for the

load. Figuring on a tonnage basis,

approximately 25 percent of the

fresh citrus shipments made by

Sunkist from California and Ari-

zona move by truck.
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Treasury Division

The treasury division is responsi-

ble for all communications, account-

ing, purchasing, printing and
mailing, statistics, payroll, insur-

ance, taxes, and building mainte-

nance. It operates a complete

tabulating service, which prepares

direct reports on invoices, account

sales, assessments, payroll, and
other statistical matters.

This division handles all financial

matters such as borrowings, budget

control, purchases of all supplies

and equipment for offices and
processing plants, and accounting

reports. Subsidiary accounting

—

primarily cost controls—are main-
tained in the offices of the two
products divisions.

The California Citrus League, an
organization of all principal Cali-

fornia and Arizona citrus shippers,

has its office with the treasury di-

vision. The League represents co-

ordinated effort of the citrus

industry of California and Arizona
concerning tariff matters, freight

rates, and fruit frost-warning serv-

ice, and compiles data concerning
cost to the shippers of citrus

production.

The California Citrus League
operates under a cooperative agree-

ment with the Agricultural Exten-
sion Service of the University of

California and the U.S. Depart-
ment of Agriculture in compiling

data on citrus picking, hauling, and
packing costs.

Proceeds from the sale of fresh

fruit are received by the treasury

division and paid immediately in

full to the respective district ex-

changes. These in turn, pay mem-
ber associations for their fruit. All

products fruit payments are made
directly to the proper association

according to the pooling plan cover-

ing this operation. The association

then pays the individual grower for

the fruit he has delivered.

The treasury division handles the

financial details of the Sunkist

Sunkist has pioneered in developing better

equipment for its packing plants. This ma-
chine places lemons in proper position to

move under the trademarking machine.

pooling plan for sales in export

markets and to the military forces.

Under this plan, Sunkist Growers

purchases fruit for export to other

than Canada or Mexico through
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the district exchanges. 9 It then

sells the fruit to the importer. Any
difference between the sale price of

the fruit and the cost, including

selling cost, is adjusted with the ap-

propriate district exchange and the

association.

The responsibility for building

maintenance is vested in the treas-

urer. In addition to the usual

housekeeping functions of the build-

ings, the garage and coffee shop

come under the direct supervision

of the treasury division.

The treasury division files per-

sonal property and salary tax re-

ports for employees throughout the

United States and Canada. It

maintains records and supervises

operation of the following insur-

ance programs for employees, as

well as for various Sunkist pro-

grams covering both real and per-

sonal property.

Sunkist Retirement Plan.—Sunkist

was one of the earliest to institute

a retirement plan for its employees.

From 1927 until 1960, employees of

Sunkist participated in the Sunkist

Provident Plan. As a result of

thorough examination by the board

of directors, this plan was modern-
ized as of January 1, 1960, in order

to achieve more realistic benefits for

the employees. It is now known as

the Sunkist Retirement Plan. As
with the old Provident Plan, par-

ticipation is a condition of employ-

ment.

Employees with service exceeding

3 years have three major types of

benefits under this plan : ( 1

)

Monthly benefits payable upon re-

tirement; (2) disability payments

B For accounting purposes, sales to

Canada and Mexico are considered domes-
tic sales.

in the event of total disability prior

to retirement date, and (3) death

benefits in the event of death prior

to retirement. The death benefits

are covered by a group life insur-

ance policy, which becomes effective

after an employee has been with

Sunkist 3 months and continues

through the rest of his employment
with Sunkist.

The Sunkist Retirement Plan is

funded by contributions from both

the company and the employees.

The total contributions for retire-

ment and disability benefits are han-

dled by a trustee who invests the

funds according to directions from
the Investment Board which is ap-

pointed by the Board of Directors

of Sunkist. Contributions for

group life insurance are made di-

rectly to the insurance company
that carries the policy.

Local Association Employee Com-
pensation Insurance.—Since Janu-

ary 1, 1922, the majority of the

local packing units have carried

their compensation insurance under

a group policy handled through

Sunkist with the State Compensa-
tion Insurance Fund. Sunkist car-

ries this insurance on behalf of it-

self and affiliated organizations,

packing units, district exchanges,

products manufacturing units,

Fruit Growers Supply Company,
and qualified labor risks serving

Sunkist members exclusively. The
group operates on a cost basis with

refunds of all portions of premiums
not required to pay losses and ex-

penses to the organizations insured

under the policy.

In addition to the specialized in-

spection service performed by the

State in operating the insurance

fund, Sunkist tries, through dis-

semination of information on new
safety devices and methods, to re-
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duce accident hazards and losses,

thus increasing the refund to par-

ticipating organizations. Kefunds
go to the affiliated organizations in

proportion to the premium paid and
have averaged over 40 percent of the

paid premium.
Growers* Compensation Insurance

Policy.—The citrus grower is an em-

ployer of labor and as such runs the

risk of injury or occupational dis-

ease to his employees. To help him
meet this risk, Sunkist established a

growers' group compensation insur-

ance policy with the State Compen-
sation Insurance Fund on March 1,

1927. The policy is open to all Sun-
kist members whose principal ac-

tivity is related to producing and
handling citrus fruit.

Under the terms of the policy

Sunkist guarantees the payment of

premiums to the State Compensa-
tion Insurance Fund, which deducts

from earned premiums to cover

losses and to pay its overhead ex-

penses. The balance of the earned

premium is refunded to Sunkist

which, in turn, deducts its expense

of handling the policy and re-

mits the balance to the growers.

Through this refunding, growers

under the group policy have saved

approximately 37 percent of their

premiums. The refund feature,

combined with the low minimum

premium requirement, has induced
many growers who hire only occa-

sional help and otherwise would not
carry this insurance to apply for

protection.

Mutual Indemnity Compact.—In
1902, a program of inter-indemnity
contracts between the various pack-
ing units of Sunkist was initiated,

dedicated to reducing the hazards
of fire in the citrus operation.

Through this program, approxi-
mately 75 percent of Sunkist ship-

pers secure coverage up to $300,000
per risk. A set of rules and regu-

lations was drawn up and has been
frequently revised. It thus reflects

accumulated knowledge of the

causes of fire in this specialized op-

eration. The result has been a di-

rect saving to the grower owners of

packing plants both in cost of cov-

erage and preservation of facilities.

Each subscriber to this program
pays its pro rata share of losses in-

curred by a formula of ratio of

hazard (rate) times coverage, re-

lated to the whole. Operating ex-

penses are assessed equally against

participating risks.

Since the entire program is oper-

ated at cost, the principal' reason for

less than 100 percent participation

has been the inability of certain

shippers to comply with established

rules and regulations.

Secretary and General Counsel

The secretary is charged with the

usual duties of that office such as

keeping the corporate seal and
maintaining minutes of board meet-
ings and other records of the cor-

poration. This office also handles
all contractual affairs between Sun-
kist and its members, keeping the

file of licenses and franchise ar-

rangements and other corporate

agreements. Historically, the secre-

tary has also assumed additional

duties which do not relate directly

to the usual function of a corporate

secretary. This has usually oc-

curred because of the necessity for

Sunkist to assume a particular job

or function, if it was not of a nature
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to fit readily into the organizational

structure at any other point.

As a result of increasing complex-

ity of operations and the greater

importance of having legal advice

close at hand, the office of the gen-

eral counsel was created in 1957.

This function was combined with

the secretary's office in 1958. The
responsibility of the general counsel

is to advise all Sunkist divisions on

the legal aspects of the organiza-

tion's business affairs. It does not

undertake to advise district ex-

changes or local associations except

where legal problems may be of

equal importance to all member
organizations.

The secretary's office handles

patent and copyright matters with-

in the Sunkist system. Patent

and trademark work has been an

essential activity of Sunkist for a

number of years. Trademark work
began when the Sunkist name was
adopted in 1908, and patent work
started in the early 1920's.

Patent applications, interfer-

ences, registrations, and renewals of

trademarks, and all other patent,

trademark, and copyright matters
for the various departments of

Sunkist have become increasingly

important. Sunkist has a large

number of patents in force, both
domestic and foreign.

Facilities of the secretary's office

enable the local packing units to

register their brands at cost. What
is more important, it enables them
to avoid trademark conflicts amd
the possibility of resulting costly

litigation. Local associations use or

own about 750 registered brands.

Orange Products Division

The California-Arizona growers

recognized at an early date that it

was economically impossible to

market 100 percent of their fruit

through fresh fruit channels. This
is due to the fact that some of the

fruit produced can not meet high
Sunkist standards of quality; and
secondly, the public will not absorb

the entire output fresh except at

ruinously low prices.

Coupled with this is the fact that

there are in existence changing
economic relationships between
fresh oranges and lemons and the

products made from them. This is

especially true in the case of frozen

concentrates. Before frozen con-

centrate acquired a position of

prominence in domestic markets,

California growers benefited from
the premium differential com-
manded by their fresh fruit in east-

ern markets. Such premiums still

exist, although the volume of frozen

concentrate has grown.
Thus it is clear that, although

the frozen product has opened new
potentialities, it has also confronted

the California grower with new
marketing complexities. Quality

standards for fresh shipment and
for frozen concentrate are different,

and in the latter outlet the grower
does not receive the premium differ-

ential to which he has become ac-

customed from the fresh shipment

outlet. This trend toward the

products-type juice is due to the

two basic facts of improved tech-

nology and changing consumer
demand.
The improved technology is ap-

parent both in promoting larger

fresh fruit production and in manu-
facturing products from this in-
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creased production. This, together

with changing consumer demand,
has resulted in a steady increase in

the proportion of the total crop that

goes to products manufacture, and
especially to frozen concentrates.

This situation is still fairly new and
is, as yet, incompletely understood,

but it is confronting growers with

possible decreased returns over the

long term. The two Sunkist prod-

ucts plants will occupy an increas-

ingly significant position in the

Sunkist system in the years ahead.

The manufacture of byproducts

from cull oranges was started in

California by Thomas Crawford,
Inc., in 1914. This corporation was
succeeded in a short time by the

Exchange Orange Products Com-
pany. This organization was not

cooperative in character although

some Sunkist units were stockhold-

ers. It suspended operations in

June 1920, having failed primarily

because it attempted to salvage or-

anges by manufacturing a single

product—marmalade. Only 15 to

20 percent of the value of the fin-

ished product was derived from cull

oranges.

High costs of preparing the mar-
malade for market—including glass

containers, sugar, and labels—fail-

ure to achieve uniformity in qual-
ity, and absence of adequate mar-
keting connections to dispose of the

products contributed to the failure

of the effort with a loss of $175,000

to the stockholders.

The Exchange Orange Products

Company
A new company, The Exchange

Orange Products Company, incor-

porated in 1920, was the result of a

complete reorganization of the

former company making it a co-

operative. This present company
was incorporated with $150,000 au-

Sunkist's orange products division at Ontario, Caiif. In this plant about 400 different products

are made from oranges, ranging from pharmaceuticals to cattle feed.
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thorized capital, which was sold to

local units. Because not all locals

were stockholders of The Exchange

Orange Products Company, Sun-

kist in 1931 purchased all outstand-

ing stock so that the facilities of the

company would be available to all

local units of the Sunkist system as

a surplus-control measure for or-

anges. The company thus became

a wholly owned subsidiary of Sun-

kist and the personnel of its board

of directors was the same as that of

Sunkist.

The authorized capital was in-

creased from time to time until $7

million was reached in 1951. At
first a system of assessments was
followed in order to enable Sunkist

to purchase additional stock in the

company. Beginning in 1947, the

method of raising capital in the

company was changed to a revolv-

ing-fund basis and these funds are

now revolving.

In 1958, The Exchange Orange
Products Company merged with

Sunkist Growers, Inc., and Ex-
change Lemon Products Company
to form one organization with one
board of directors. The Exchange
Orange Products Company is now
known as the Orange Products
Division of Sunkist Growers, Inc.

An executive operating committee
composed of certain members of the

Sunkist board of directors is di-

rectly concerned with the operation
of the division.

The number of employees ranges
from 350 to 650. The eight main
departments are as follows: (1)
Plant operating department consist-

ing of various production, ware-
house, and traffic functions; (2)

engineering—responsible for main-
tenance, construction, power, plant
layout, and other services; (3) ac-

counting department—subdivided

into general accounting, cost ac-

counting, and tabulating machine
operations

; (4 )
laboratory—f o r

making various tests and maintain-

ing specification control of prod-

ucts; (5) development—for evalu-

ating new products; (6) fruit co-

ordination—dealing with fruit sup-

plies; (7) purchasing department;
and (8) personnel department.

Operations of the Main Plant

The main plant of the orange
products division is located at

Ontario, Calif. A small plant at

Lindsay, Calif., produces oil and
dried pulp whenever there is a

freeze in that area and the juice is

not suitable for products. Oil and
dried orange pulp for stock feeding

are the only products of the Lindsay
plant.

After arriving at the Ontario

plant, the oranges are washed and
the juice extracted on different

kinds of extractors depending upon
the type of product to be made.
The fruit yields juice and peel. Af-
ter the seeds and pulp have been

removed, the orange juice is con-

centrated and sold to bottlers of

carbonated and noncarbonated bev-

erages, to dairies for orangeade or

orange juice drinks, and direct to

the consumer in the form of frozen

concentrated orange juice or orange-

ade bases. Orange juice is also sold

in the form of natural strength

juice. Cold-pressed and distilled

oils, pectin, pharmaceuticals, and
dried meal are produced from the

peel. The Ontario plant includes

facilities for concentrating waste

liquids into a citrus molasses.

With the addition of juice-can-

ning facilities, the Ontario plant

can process between 1,000 and 1,200

tons of fruit daily with a maximum
of 1,300 tons daily for short periods.
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Oranges and grapefruit are con-

signed to the orange products divi-

sion for processing as the packing-

houses may determine. Funds
received from sale of products in

excess of operating expenses are re-

turned to local packing units for

refund to growers.

During recent years a substantial

change has taken place in the rela-

tive importance of products from
oranges. Orange oil was at one

time one of the most important

products from the standpoint of in-

come from sales. Currently, juice

products have become the most im-

portant, followed by the peel prod-

ucts. During World War II, con-

centrated orange juice in a total

volume of more than 2.9 million gal-

lons, the equivalent of 268,000 tons

of fresh fruit, was sent overseas,

principally to England, in the pe-

riod 1941-45.

Annual crops showed a steady in-

crease up to the crop year 1951-52,

and the quantity of fruit going to

the orange products division in-

creased greatly. Since that time
residential development has taken
place in some citrus areas so that

the amount of fruit available for

processing has gradually decreased.

Oranges delivered to the division in

the period from 1920-21 to 1957-58
ranged from a low of 2,618 tons in

1922-23 to a high of 314,480 tons in

1950-51. In 1957-58, only 76,000

tons of oranges were received due to

climatic conditions which affected

the crop. Total products fruit han-
dled in the 1958-59 season was 245,-

000 tons.

From 1944-45 through 1957-58,

the summer grapefruit pool for

processing ranged from a low of

4,873 tons in 1944-45 to a high of

13,701 tons in 1945-46.

Lemon Products Division

For many years, production of

lemon products has been carried on,

using fruit in surplus over the fresh

fruit market requirements. Begin-

ning in 1915 the Exchange By-
products Company, organized in

that year, did the processing. This

company soon became the Ex-
change Lemon Products Company,
which operated until the end of the

fiscal year 1957-58. At that time

the company merged with Sunkist

Growers, Inc., and the plant is now
operated by Sunkist as the lemon
products division.

This represents no change in the

importance of the lemon processing

operation to the Sunkist system, but
it was a change in ownership of the

facilities. Before the merger,
lemon processing facilities had been
owned by local packing units which

handled lemons. This ownership

was first on a stock basis and later

by revolving fund certificates.

Ownership of the facilities is now
represented by shares in the revolv-

ing fund of Sunkist Growers along

with the other facilities so owned.

The method vof contributing those

revolving funds is discussed on

page 29.

Sales of lemon products as well

as orange products are made
through the products sales depart-

ment.

In 1958-59, total receipts of lem-

ons in the Sunkist lemon products

pool were 252,000 tons. The two

largest pools to date occurred in

1950-51 and 1953-54, when the ton-

nages received totaled 278,851, and

259,419 tons respectively.
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Lemon products division of Sunkist at Corona, Calif. Here lemons received from member Sunkitt

packinghouses are made info frozen lemonade and other consumer and industrial products.

The original investment in lemon

processing facilities amounted to

$20,000. Expansion of facilities

took place as required, until now
land, buildings, and equipment

originally costing $9.6 million are

being used to meet the ever-increas-

ing demand for the byproducts of

surplus lemons in uses developed

through research.

Four departments carry on op-

erations of the lemon products di-

vision : Production, maintenance,

technical (control and research),

and accounting. The production

department is divided into units

making juice products, citric acid,

and pectin. Average number of

employees in the lemon processing

plant ranges from 500 to 600.

In the early years of the opera-

tion the principal products were oil,

pectin, and citric acid. In that kind

of operation lemons were crushed,

the juice was used for citric acid,

and lemon oil and pectin were re-

covered from the peel. With the

growth of the market for juice prod-

ucts, much or all of the fruit is

reamed to extract the juice; and oil

and pectin are then recovered from
the peel cups. Peel is finally dried

into cow feed. Citric acid is made
only occasionally, at such times as

there exists a surplus of lemons over

the needs of the juice products

market.

During the period of growth of

the juice products market, Ex-
change Lemon Products Company
acquired and operated a smaller

plant at Covina, Calif., where only

juice products and oil were recov-

ered and cow feed was dried. At
the present time this plant is main-

tained on a standby basis.

Principal juice products are fro-

zen concentrate for lemonade,

single-strength juices, and concen-

trated juices. Concentrated juices

in particular are widely used for in-

dustrial applications or as a base

product for the manufacture of

other juice products. Lemon oil is

widely used as a flavoring and as a
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perfume. Pectin has many uses in- use, and the other peel products like

eluding a growing pharmaceutical bioflavonoids are increasing in use.

Administration Division

All major administration func-

tions—including personnel, public

relations, grower relations, field

services, research and development,

and marketing research—are con-

ducted in the administration divi-

sion. Persons employed in these

activities report to the director of

administration. A detailed account

of activities in this division follows.

Personnel Department

This department, supervised by a

personnel manager, is responsible

for recruitment of candidates for

employment and selection of em-
ployees. An exception to this is the

employment of merchandising men
in the various sales offices around
the Nation, who are employed di-

rectly by the area managers under
whom they will serve, subject to ad-

vertising department approval.

The personnel manager formu-
lates and recommends personnel

policies, and maintains personnel

and employment records. Other
duties include study and adminis-

tration of wages and salaries, and
supervision of the sundry employee

benefits such as vacations, and sick

leave.

The personnel department is con-

cerned with labor relations and
employee development. It reviews

standards of employment and con-

tinuously works toward their im-

provement.

Public Relations Department

Sunkist and industry information

also goes to growers through the

Sunkist Courier, a four-page de-

partment of the California Citro-

graph. Sunkist pays for subscrip-

tions to this monthly publication

for its growers. In addition, it

sends the monthly Sunkist News-
letter, dealing with current happen-
ings, to all growers.

Sunkist's public relations depart-

ment prepares the Courier and the

Newsletter. This broad coverage of

current information keeps growers
better informed on Sunkist activi-

ties and programs.
Public relations functions include

preparation of news releases for a

broad list of "citrus belt" news-

papers and articles for magazines
and arranging guided tours for

visitors. In addition, the depart-

ment prepares the annual report.

Grower Relations Department

The primary purpose of the activ-

ities of the grower relations depart-

ment is to promote better relations

between the various units and di-

visions of the Sunkist system and
to assist in organizing grower and
member relations programs in asso-

ciations or areas. The four men
carrying on this work are assigned

to particular districts but are avail-

able on call to other areas. Not all

areas receive the same concentration

of effort. Within the broad areas

covered by these men, their activ-

ities are concentrated where a need

for member relations work becomes

evident.

In the Sunkist system, the basic

responsibility for maintaining

membership is vested in the indi-
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vidua! association. The grower re-

lations department works with the

manager and the board of local as-

sociations to develop a sound mem-
ber relations program. Frequently,

association boards appoint member
relations committees to consider and
devise means of keeping growers

better informed. In a number of

districts, an area committee has been

established to suggest a broad coun-

tywide program and to assist and
advise local associations.

Working through these district

committees, the department has de-

veloped a program of grower con-

ferences, designed primarily for the

younger or newer Sunkist member.
Each association has the opportu-

nity to select a number of its grow-

ers to attend a 2-day meeting. Be-

cause citrus production tends to be

a family activity, the wives of grow-

ers are included and attend all meet-

ings with their husbands. To per-

mit informal discussion between
the Sunkist executives and growers,

the conference group divides into

groups of from 30 to 50, with each

listening to a discussion of the pro-

cedure and objectives of the various

divisions with ample time given for

questions and answers. A schedule

of three conferences a year is the

present program.
The grower relations department

also gives technical advice on meth-
ods and procedures dealing with the

pooling of fruit and helps in related

accounting procedures. In this

field, members of the staff, together

with managers and directors of the

various packing units, frequently

take part in special grower meet-

ings to discuss pooling, the market-
ing agreement and order program,
and other general industry activ-

ities.

As a further means of keeping

growers advised, Sunkist sponsors

a radio program released from a

large Los Angeles station, which
covers most of the southern produc-

ing areas.

The staff works with leaders of

local associations in developing a

better understanding of the impor-
tance of balancing volume to facil-

ities at the level of maximum
efficiency. "When possible and prac-

tical, the staff works with local

groups to effect consolidation be-

tween smaller associations and
bring about greater efficiency.

This activity has been particu-

larly important in recent years,

when there has been a major shift

in the importance of various pro-

ducing areas. New and added fa-

cilities have been needed in those

areas where production is expand-
ing. Consolidation of existing units

has been possible in other areas af-

fected by subdivision and urban
expansion.

Field Department

Citrus fruit production on a com-
mercial basis requires a relatively

large investment by the grower.

An estimated per acre price of a

good bearing g r o v e—including

land, trees, pipeline, and equip-

ment—ranges from $2,000 to $5,000

an acre. The value of a grove de-

pends upon its producing ability,

location, kind of fruit, and other

factors influencing net returns to

the grower. The desirability of the

property as a home also is reflected

in grove values.

The average grower-member of

packing units in the Sunkist sys-

tem operates a grove of about 16

acres. Even at an average of $3,500

an acre, which prevailed in mature

orange and lemon orchards in south-

ern California in 1958, it is appar-
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ent that the average citrus grower
has a substantial investment in his

grove. Not only is the amount of

his investment sufficient to warrant

careful protection ; in most cases the

grove is his main source of income.

Sunkist is active in helping the

grower protect his investment

through many activities including

those of the field department.

The field department is respon-

sible for providing growers with
scientific information on handling

orchard insect problems and on har-

vesting and packing fruit. It fur-

nishes the fresh fruit sales depart-

ment important information on
crop conditions and the quality of

fruit being packed by the packing
units. It is also responsible for

making certain that grade regula-

tions are observed on all fruit

shipped under both the advertised

and the nonadvertised trademarks
of the Sunkist system.

The work of the department is

carried on by about 25 employees
in 5 sections: (1) Pest control, (2)

orange and grapefruit inspection,

(3) lemon inspection, (4) juice and
products inspection, and (5) har-

bor inspection.

Pest Control

Many pests are encountered in the

culture of citrus fruits. Main of-

fenders are numerous scale insects,

mites, citrus thrips, and plant dis-

eases including several viruses. The
cost of citrus pest control—esti-

mated at about $10 million annually
in California—is an expensive cul-

tural practice, ranking next to irri-

gation in importance.

The pest control section is a part

of the field department. Pest con-

trol functions of Sunkist are cen-

tered in this section, whose person-

nel consists of two entomologists.

From the standpoint of pest prob-

lems, the entire California and Ari-
zona citrus acreage falls into nu-
merous climatic areas. Each of
these districts has different combi-
nations of pests and different cli-

matic conditions with their accom-
panying

9

environmental influences

on pest control.

The pest control section is

available at all times for consulta-

tion and assistance to growers and
packinghouse managers confronted
with insect pest problems. Between
1924 and 1934, the section published
a series of yearly handbooks, which
contained analytical comparisons of

the effectiveness of different kinds
of insecticides used in controlling

citrus insect pests. In 1935, these

handbooks were supplanted by the

Sunkist Pest Control Circular,

which is issued monthly to tell

growers of timely and acceptable

methods of pest control.

-Sunkist recognizes the danger of

viewing pest control strictly from
the standpoint of the pest without

regard for the quality of the fruit

or the reaction of the consuming
public to residue left on the fruit.

Thus an important part of the pest-

control work of Sunkist is directed

toward using insecticides which
have the least harmful effect on

quality of the fruit. This is essen-

tial if the fruit is to remain first-

grade. In this work the section

cooperates with various Federal,

State, county, and university offi-

cials, and growers' advisor agencies.

The pest control section of the

field department also handles plant

quarantine matters, sterilization

treatments, and compliance with

regulations imposed by certain

States and foreign countries.

When quarantines affect only cer-

tain production areas, the pest con-

trol section notifies the fresh fruit
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sales department as to which areas

are free of quarantine and furnishes

the necessary inspection service.

Some packing units own equip-

ment (spray rigs, fumigating tents,

dusters, and the like), for treating

their members' groves for insect

pests and fungus diseases. In most

cases a man who has a working
knowledge of entomology is em-
ployed to supervise this work. In
some cases where the employee's full

time is not required for pest control

work, he is assigned other duties.

In some cases, cooperative pest

control associations are organized,

taking in the members of a number
of packing units. Such organiza-

tions, employing a full-time man-
ager, operate on a larger scale than

is the case in single packing units.

They perform the same functions,

however—at cost to their mem-
bers—and with the same advan-
tages. Some organizations also op-

erate insectaries where they rear

natural insect enemies to control

certain pests. These are liberated

in the groves of their members.

Fruit Inspection

Standardization of grades and
uniform grading are important in

the merchandising services of any
enterprise. (See appendix, page

106.) The Sunkist system has

played an important part in im-

proving the grades of citrus fruit

shipped out of California. The co-

operative system of pooling receipts

on a grade and size basis made it

necessary to establish grades within

the local association. And Sun-
kist's advertising program to stim-

ulate demand for citrus fruits re-

quired standardizations of grades

and uniform grading in order that

the benefits of such advertising

might be realized to the fullest ex-

tent through building up consumer
confidence and acceptance of Sun-
kist products.

The fact that the fruit of each

association was sold on the market
in competition with that of all other

associations gave an incentive to

careful grading. The advertising

program called for an identification

so that trade and consumer could

identify the advertising with the

product. Accordingly Sunkist and
Bed Ball trademarks were adopted

for first and second grades, respec-

tively. Adoption of these grades

made necessary the unification of

grade standards of all associations.

As Sunkist owns both trade-

marks, it can establish rules and
regulations governing fruit packed
under them. The publication of

these rules and regulations and the

maintenance of standards for Sun-
kist and Bed Ball grades are the

direct responsibility of the field de-

partment of Sunkist through its in-

spection system.

The regular inspection work of

the field department is comprehen-

sive. During the packing season,

a member of the field department
inspects each packing unit twice

each day, if possible. This inspec-

tor checks the temperature of the

soaking and treating tanks. He ex-

amines the fruit for color, texture,

blemishes, injury, and decay. He
cuts open fruit and notes the interior

condition, recording the results on

an inspection form. Then at least

once a week he checks methods and
materials used by the packing

houses in coloring, washing, wax-

ing, and storing the fruit in thepre-

coolers.

The inspector has the responsibil-

ity of determining whether the

fruit being packed under either the

Sunkist or Bed Ball trademarks or

66



as nonadvertised grades meets the

grade rules and regulations. He has
the authority to stop packing oper-

ations and compel reconditioning

and repacking whenever in his

judgment the grade of the fruit is

below specifications. The packing
unit may make appeals from inspec-

tors' rulings first to the supervising

inspector and then to the manager
of the field department whose de-

cision is final unless the matter is

referred to the management of

Sunkist.

The field department publishes

results of the efforts to preserve

quality and prevent decay. It does

this monthly and also at the end
of each shipping season by varieties

of citrus fruit. These reports, sent

to each packing unit, show units in

the order of their standing as to

percentage of decay, number of

containers of decayed fruit re-

ported, total sales volume, and per-

centage of decayed fruit.

Juice and Products Inspection

The Sunkist board of directors

has assigned the field department
responsibility for determining the
equity in the juice pool and the peel

pool of each load of oranges and
grapefruit delivered to the Sunkist
orange products plant or sold to

other processors. This requires

sampling each load and measuring
the volume of juice and the amount
of soluble solids. The sample is also

inspected to determine if the load
meets other requirements of the
juice pool on such factors as decay,

frost damage, and flavor. For this

purpose a laboratory is maintained
at the Sunkist orange products
plant at Ontario.

Inspection at Harbor

The importance of having all

fruit arrive at transatlantic and

transpacific ports in sound condi-
tion requires extra attention to

proper fruit condition, proper
transportation to the harbor, and
proper stowage aboard ship. In
addition to careful attention being
given export shipments by orange
and lemon inspectors at time of

packing, the field department main-
tains an inspector at the Los An-
geles harbor to give an additional

check on fruit quality and to in-

spect, methods of stowing. Instruc-

tions for the guidance of ship per-

sonnel in proper stowage and re-

frigeration methods are issued each
ship before actual loading. From
time to time inspectors travel to

Europe to check condition of fruit

when unloaded.

Research and Development
Department

The research and development

department is responsible for study-

ing and developing new products,

processes, or methods for fresh and
products citrus, and for citrus by-

products. The department includes

several primary activities which
are: (1) Ontario laboratory; (2)

Corona laboratory; (3) field labo-

ratory; (4) specifications and qual-

ity control; (5) customer service

laboratory; and (6) engineering

section.

The research and development

department occupies a building on

the premises of the Sunkist orange

products plant at Ontario, Calif.

At this laboratory, work is directed

toward developing products from

the juices of oranges, grapefruit,

and lemons. The laboratory at

Corona, Calif., seeks to develop

products from the peel constituents

of citrus fruit, such as pectins,

flavonoids, oils, galacturonic acid,

pectic acid, and pectates.
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Currently, the Corona laboratory

is also involved in a long-range

project to determine the new and
hitherto unknown constituents of

citrus fruits—employing spectro-

scopy, chromatography, and other

new tools for research. Research

on pharmaceutical products from
citrus, including biochemical and
pharmacological investigations, is a

specialty with the Corona staff.

Staff workers of the research and
development department write arti-

cles for technical and scientific pub-

lications. Management approves

these contributions when they con-

tain information that will benefit

the citrus industry or the science of

chemistry through which the indus-

try has benefited in high degree.

More than 150 articles and other

published material prepared by
staff workers have appeared, mostly
in trade and technical journals.

Some of the published contributions

have been in fundamental chemis-

try, while others deal with the prac-

tical applications of these concepts.

Field Laboratory

Cultural practices in the Cali-

fornia citrus industry are studied
by the University of California,

largely at its citrus experiment sta-

tion in Riverside. Sunkist research,

testing, and service begins after the
fruit has been harvested.

The field laboratory serves in the

following manner: (1) Studies

problems of precooling and air con-

ditioning citrus fruit and improv-
ing refrigeration of fruit in cold

storage and in transit; (2) tests

Sunkist's field department helps growers to

solve many of their problems. Many insec-

ticides and fungicides recommended for use
in citrus groves originated in Sunkist

laboratories.

materials and processes offered to

Sunkist for handling and preparing
fruit after harvesting; (3) gives

service to packinghouses; (4) man-
ufactures waxes and wax emulsions

to maintain fruit quality; (5) co-

operates with pest control bureau in

determining the effect of pest con-

trol programs on the keeping qual-

ity of fruit; (6) studies ways to

improve ocean, rail, and truck trans-

portation; and (7) works to develop

new processes to aid in the economi-

cal preparation and marketing of

high-quality fruit.

During the 1956-57 season, the

laboratory manufactured and sup-

plied wax to 24 associations using

the Sunkist waxing processes. In
former years, the number of associ-

ations involved was much larger,

but the orange houses are no longer

supplied and present users are con-

fined to the lemon industry. The
total wax manufactured and sold at

cost during the 1956-57 season was
sufficient to process about 10 million

cartons of fruit. The total cost to

the associations was in the neigh-

borhood of $29,000.

68



In addition, several million car-

tons of oranges and grapefruit are

annually treated by other processes

developed by the laboratory staff.

The laboratory also uses an X-ray
unit for making and maintaining a

record of the development of inter-

nal defects in samples representing

each season's citrus fruit packs.

Fruit placed in precoolers is sub-

ject, to more research, for this proc-

ess requires careful supervision.

For example, when warm fruit is

stacked close to cold fruit, under
conditions of desirably high humid-
ities, the presence of the warm fruit

causes moisture to form on the cold

fruit, which aggravates staining,

pitting, and decay. A refrigeration

project of several years duration

had as its goal determining the best

conditions and length of time for

precooling packed fruit and for cur-

ing lemons to assure the best pos-

sible quality upon arrival in eastern

markets.

Engineering Section

Any development or refinement

of machinery or equipment used in

the handling, storing or transpor-

tation of citrus fruit is the respon-

sibility of the engineering section.

For example, this section studies

problems of construction and me-
chanics of precooling and air con-

ditioning equipment. It works to

develop new machinery to aid in

economical preparation and han-
dling.

Recent developments of the engi-

neering section include the new lem-

on sizer, mechanical packing ma-
chinery, a new carton lifter, and a

new trademarking machine. (See
picture on page 26.)

Citrus Products and Byproducts

Sunkist is constantly searching

for new citrus products which are

non-competitive with fresh fruit.

Among its accomplishments, since

this type of research was started in

1920, is the discovery of certain bas-

ic processes which make possible the

preparation of pectin powders of

greater purity and utility than any
hitherto commercially available.

In Jellies.—Since it had long been
known that the pectin content of

fruit juices was responsible for the

formation of fruit jellies, it was nat-

ural that the first commercial appli-

cation for the newly isolated pectin

powder was in jelly making. Soon
it became evident that certain fields

of the preserving industry required

special pectins and consequently

Sunkist developed several types of

pectins. The commercial produc-

tion of jellies can best be accom-

plished if the products can remain
fluid until after the containers have
been closed, labeled, and perhaps

put into shipping cartons. For this

purpose, a special slow-setting pec-

tin was developed—one which could

be used even in tart jellies and yet

would not cause a firm set in the

jelly until the product had been al-

lowed to cool and stand for some
time.

Another special pectin was the

rapid-setting type, one which would

start to form a gel quickly, even at

temperatures near the boiling point.

This type of pectin is used in low-

acid jams and preserves, where it is

desirable to maintain fruit pulp

uniformly throughout the contain-

er. Pectins were also developed

with intermediate properties, to

satisfy special needs in the preserv-

ing industry.

In Confections.—For years the

confectionery industry had used

agar, gums, starch, or gelatin in gel

candies. Despite this, Sunkist's re-

search and development department
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developed and successfully estab-

lished a special pectin and a process

for producing clear, tart, and firm

slow-setting confectionery jellies.

These work even with total sugar
contents up to 80 to 85 percent—

a

field of use where pectins would or-

dinarily set almost instantly and
could not be handled commercially.

Pectin is used today in quality

goods, where it has no equal.

Pectin research also led to pro-

duction of a low-ester pectin, Pec-

tin L.M., which does not depend
upon a high concentration of sugar
to form a jelly. Pectin L.M. has
found widespread application in the

preparation of gels for dietetic uses

where sugar could be eliminated, in

canned fruit or vegetable juice as-

pics for salads or desserts, in cus-

tards and puddings, and in canned
fruit-cocktail gels.

In Pharmaceuticals and Medi-
cines.—The research and develop-

ment department has developed sev-

eral pectic substances for use in the

pharmaceutical and medical fields.

A pectin of unusually high purity,

now known as Pectin N.F., v as first

recognized by the National Formu-
lary in 1940. This product has be-

come widely accepted for use in

treating certain intestinal diseases,

in wound healing, and in ointments

or pastes where a nonoily base is

desirable. Large quantities of Pec-

tin N.F. are also used with barium
sulfate in making X-ray pictures, to

prevent setting of the heavy barium
salt in dilute suspensions, thus giv-

ing sharp shadows for better detail.

A natural mixture of pectin and

hemicelluloses from citrus peel, des-

ignated as pectin-albedo or pectin

cellulose complex, has been purified
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and made available for intestinal

use. Sunkist research also devel-

oped commercial methods for mak-
ing pure galacturonic acid, which is

the basic structural unit in the peel,

cell walls, and section coverings of

citrus fruits. A polygalacturonic

acid was later developed for phar-

maceutical and medical uses where

the high cost of the pure, single-

molecule acid was prohibitive.

In Industrial Products.—One of

the earliest pectic developments

from Sunkist research was pectate

pulp, a low-cost industrial product

useful in water clarification, prep-

aration of drilling muds for oil-well

operation, and for an antistick coat-

ing on paper containers for such

items as asphalt and slabs of crude

rubber. Sodium polypectate, a

completely water-soluble material,

has found application in the food,

confectionery, and pharmaceutical

fields.

In Bioflavonoids.—Sunkist, in ef-

forts to learn the properties and
applications of all important com-
pounds in citrus fruits, started a

study of the flavonoid compounds 2

decades ago. Dozens of compounds
of this general class have been iso-

lated and their chemical, physical,

and pharmacologic properties de-

termined in Sunkist laboratories.

Several of these compounds, com-
monly termed bioflavonoids, are

now widely used by the pharmaceu-
tical and drug trades in prepara-

tions for treating diseases associated

with capillary weaknesses.

Pectin and pectin products are

but one of the many facets of the

research and development depart-

ment's activities. It studies all sorts

of single-strength and concentrated

juices, dried citrus powders, peel

products, citrus oils, pharmaceuti-

cals, fresh fruit problems, and oth-

ers. The latest equipment and ana-

lytical techniques are used in the

continuing search for new products
and processes.

New Research Method for Juices

The department has developed
certain fundamental methods,
which are reflected in practically all

the juice products manufactured by
the Sunkist products plants. One
of these processes relates to the sta-

bilization of the natural cloud, an
important quality of the juice base
entering into any bottled, carbon-

ated, or dairy beverage. In this

connection, the department devel-

oped a test whereby it can determine
in a few days what the exact con-

dition of the juice, in regard to nat-

ural cloudiness, will be many
months later.

Another such process relates to

the proper control of the active acid-

ity of the beverage base to improve
keeping quality and smoothness of

the beverage. The bitter substance

which develops in navel orange juice

after it has been canned has been

isolated and its chemical identity

determined. This permits direct in-

vestigation of means for its destruc-

tion or conversion to nonbitter de-

rivatives.

When the research and develop-

ment department has developed

products with definite commercial

possibilities, it then becomes the re-

sponsibility of the Sunkist products

plants to produce—and the prod-

ucts sales department of Sunkist to

sell—such products.

The commercial products of the

Sunkist products plants present a

complex variety and interrelation-

ship (figure 4) . Some products are

derived as citrus pectin from either

oranges, lemons, or grapefruit.

Other products, such as the essential
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Figure 4.—Sunkist products
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oils, possess the characteristics of

the fruit from which derived but

have their counterparts in the other

varieties—oil of orange, oil of lem-

on, and oil of grapefruit. Still oth-

er products are uniquely character-

istic of only one or two of the citrus

varieties or are manufactured from
only one or two. Some of these dis-

tinctions are apparent in figure 4.

Marketing Research Department

A marketing research department

carries on analysis and interpreta-

tion of marketing practices and
problems on both fresh fruit and

products, estimates crop utilization

for budgetary purposes, and reports

Sunkist operations to grower, busi-

ness, and legislative groups. This

department works closely with the

director of marketing and general

management.
This department maintains com-

plete statistics on all phases of the

Sunkist operation as well as infor-

mation on the general citrus fruit

industry in the United States and

abroad. It issues a complete sum-

mary report annually, which brings

together all pertinent information

about this highly complex industry.
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Fruit Growers Supply Company

"C'RUIT Growers Supply Company growers to obtain packinghouse
was organized in 1907 to enable and orchard supplies cooperatively.

Voiume of Supplies

In order to maintain a citrus

grove in good producing condition,

to protect it against both citrus pests

and damage from frost, and to pre-

pare the fruit from it in form for

marketing, many kinds of supplies

are required. Through the Fruit

Growers Supply Company, grove

supplies worth some $2 million and
packinghouse supplies worth nearly

$16 million a year are currently

furnished to growers in the Sunkist
system (table 1).

This table shows that supplying
the packinghouses is the main func-

tion of the Fruit Growers Supply
Company. Principal packinghouse

supplies consist of fiberboard car-

tons, adhesives, picking and storage

boxes, and harvesting supplies.

History of Purchasing Activity

Positive interest in supply pur-

chasing began as early as 1897, when
the Southern California Fruit Ex-
change was urged by district ex-

changes to buy box shook from
Maine and to purchase commercial
and other fertilizers. Records do
not reveal any purchases of shook
made in Maine for water shipment
to California. As early as 1900,

Sunkist was negotiating for sup-

plies of tissue paper wraps and the

printing of them. At the same time,

Sunkist was contracting for box
shook in its members' behalf.

Contracts for box nails were made
as early as 1902. By 1905, there was
a general belief that Sunkist should
enter into long-term contracts with
manufacturers for the purchase of

box shook. In 1906, action was
taken to effect equalization in price

among members purchasing
through contracts made by Sunkist.

This result was brought about by

setting up a central billing office

through which uniform pricing to

members was effected. Patronage

refunds were paid to contracting

members.
A great increase in the demand

for lumber, resulting from the San
Francisco earthquake and fire in

April 1906, and carrying with it a

scarcity of box shook and a 75 per-

cent rise in the price of orange boxes

hastened the growers' decision to

obtain control of their own supplies

of box shook.

Scarcity of shook in 1907 resulted

in a decision that box shook ob-

tained by Sunkist should remain its

property until actually used by an

association.

In 1907, the general manager
brought up the question of manu-
facturing boxes, probably through

a separate corporation. On July 31,

1907, a board resolution submitted

to district exchanges and local as-

555391 0—60 6
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sociations suggested that authority

be given to district exchanges to

deduct 3 cents a box for the "pur-

pose of obtaining supplies for pack-

ing fruit on the most advantageous

terms." Provision was also made
that funds could be used to sub-

scribe to stock in a corporation

through which fruit-packing sup-

plies and particularly box shook

could be obtained at a minimum
cost.

In its earlier stages, the supply

company contracted with box com-
panies and made loans to these com-
panies. By the end of the 1909-10

season, the company had issued

stock totaling $409,600 and had
loans to box companies outstanding

amounting to $449,000. The domi-

nant part of these loans was to one

company, which suspended opera-

tions in 1910. After a period of

receivership, the properties consist-

ing of timberlands, a sawmill, and a

small box factory at Hilt, Calif.,

were conveyed to Fruit Growers
Supply Company.
Acquisition of these properties

enabled the company to assure its

members of reasonable box-shook

prices and an adequate supply of

shook until 1917 through manufac-
turing operations of the company
and its ability to contract with
shook factories for shook on a rea-

sonable price basis. Increases in

volume of business, which in 1916-

17 totaled 15.5 million boxes com-
pared with 6.6 million when the

company was organized in 1907,

raised the old question of an ade-

quate supply of shook at reasonable

prices. These pressures resulted in

the purchase of substantial acreages

of timberland in Lassen County and
erection of a large sawmill and box

factory at Susanville, Calif. This

mill began operation in 1921.

With the advent of World War II

in 1941, Sunkist was handling over

42 million boxes of fruit a year.

This volume of fruit plus a tight

lumber market for the third time in

40 years called for steps to protect

members' citrus crops. In 1944,

large tracts of timber, a mill, and a

box factory at Westwood in Lassen
County, Calif., were purchased.

Without these acquisitions, Fruit

Growers Supply Company could

not have taken care of shippers'

shook requirements for the next 5

or 6 years.

About 1950, a change began
which was to have a strong effect on
the supply company as well as on
the entire citrus industry. The
half-box fiberboard carton, instead

of the standard wood box which had
been used for so many years, began
to be used for shipping lemons. Its

use soon spread to houses shipping

oranges, and by the end of 1955 al-

most the only wood shook used was
in picking boxes and lemon-storage

boxes.

The company adjusted its pro-

gram to the needs of its members

and worked out standard carton

specifications with the Sunkist field

department. It maintains a qual-

ity-control program to see that all

cartons purchased meet its specifi-

cations. All cartons used by mem-
bers are purchased through the sup-

ply company.

The Westwood mill, which had

finished cutting the immediately

available timber, was shut down and

sold in 1956. A contract was made

with another lumber company, un-

der which it would harvest and sell

over a period of years the timber

from the large timber tract pur-

chased in 1944. The box factory at

Susanville was closed, and that at
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Hilt is presently run on a greatly market. Federal and State income

reduced basis. Both the Hilt and taxes are paid, of course, on any

Susanville mills are now producing profits made on such sales to non-

and selling lumber on the general members.

Organization

Fruit Growers Supply Company
is a capital-stock organization,

owned and operated by 125 packing

units of the Sunkist system (figure

5) . The stock of the company is is-

sued in the name of the packing

unit, but for convenience in

handling transfers the certificates

are deposited in escrow with

Sunkist.

Fruit Growers Supply Company,
though an essential part of the sys-

tem, is not a department of Sunkist.

It is an entirely separate company

organized by packing units affiliated

with Sunkist Growers, Inc., as

shown in figure 5. In practice the

two organizations are closely re-

lated. They have the same presi-

dent and vice presidents. The pack-

ing units in Sunkist are not required

to become stockholders of the sup-

ply company, but they must do so

if they wish" to avail themselves of

its services. Almost all the packing
units affiliated with Sunkist are

now stockholders of the Fruit

Growers Supply Company.

Figure 5.—Fruit Growers Supply Company

Stockholders

(Local packing units

of Sunkist Growers, Inc.)

Directors

General
Manager^

Director of

Production and
Industrial Relations

Manager,
Hilt

Operation

Manager

,

Susanville

Operation

Director of

Member
Service

Manager

,

Lumber
Sales

Manager,
Purchasing
Department

Manager,
Accounting
Departments

1 The general manager is also secretary of the company.
2 The manager of the accounting department is also treasurer of the company.
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Fruit Growers Supply Company purchases fertilizer and other grove supplies tor Sunkist members.

Within the board 'of the Fruit

Growers Supply Company, there

are four committees : Advisory, op-

erating, finance, and supply. The
organization of the company con-

sists -of an accounting department,

purchasing department, lumber

sales department, and the two lum-

ber operations at Hilt and Susan-

ville, Calif.

Financing

On becoming a stockholder of

Fruit Growers Supply Company,
each packing unit signs a revolving

fund agreement. Under this agree-

ment, the unit instructs Sunkist to

deduct, or to require the district ex-

change with which the packing unit

is under contract to deduct 2 cents a

carton from the proceeds of its fruit

sold through Sunkist. Originally
half of the deductions were used to

purchase additional stock in order
to increase the amount of issued

stock outstanding. The balance was
placed in a revolving fund and used
to revolve the ownership of the old-

est outstanding stock.

This arrangement was discontin-

ued in 1927, when all was placed in

the revolving fund. On November

1, 1948, under Revolving Fund
Agreement No. 5, the deduction was
again divided, half for the purchase

of new stock and the remainder to

be used for revolving outstanding

stock. In 1954, when the company
felt there was sufficient working

capital for its needs, the purchase

of additional stock was discon-

tinued and all again went to the

revolving fund. In 1958, the com-

pany bought up and retired $1 mil-

lion worth of the oldest outstanding

stock and in 1959 bought up and
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Fruit Growers Supply Company purchases pack-

ing cartons and other operating supplies for

member Sunkist packinghouses.

retired another $2.9 million, thus

shortening the revolving period and
decreasing the investment of mem-
bers in the company.
The revolving capital plan of

financing used in the supply com-
pany is an excellent example of how
growers may solve financial prob-

lems arising in their cooperatives.

The plan of financing as adopted in

1907 proved inequitable. Some as-

sociations after several years' oper-

ation were carrying a heavy portion

of the investment, while others of

possibly more recent entrance into

the company were sharing its bene-

fits without carrying their propor-

tionate share of responsibility for

furnishing capital.

Other factors complicating the

financial picture were problems re-

lating to purchase of the stock of

retiring members and the fact that

the stockholder could not use stock

for collateral purposes. Failure of

the original plan to work out equi-

tably started a search for a more
cooperative form of financing, one

that would coordinate investment

and benefits.

A plan meeting these require-

ments was found and put into effect

on September 1, 1918, through
adoption of the first revolving fund
agreement. Through this plan

stock of members is at all times kept

progressively proportional to their

shipments of fruit.

At present the stock of the com-
pany completely revolves at the rate

of once in about 5 years. The stock

is noninterest-bearing and no divi-

dends can be paid.

The company is organized to

operate on a cooperative basis in its

relationships with members. After

the end of each year, any excess of

revenue over expenses is refunded

in cash to member units on the basis

of their participation in the various

purchasing pools. These pools are

established in order to reflect prop-

erly, in the annual refunds, the re-

sults of the major purchasing
programs.

Under the revolving fund agree-

ment, the unit also agrees to pur-

chase through the supply company
all containers required in harvest-

ing, storing, or packing its citrus

fruit. This part of the agreement
can be canceled by any individual

unit by filing written notice before

June 1 of any year after the agree-

ment has been in effect 5 years. The
obligation then ceases after Decem-
ber 31 of the same year. If the

agreement is canceled on containers,

the association can no longer pur-

chase other supplies. The whole
agreement can be terminated only

by written consent of local units

owning as much as 75 percent of the

issued stock outstanding.

In the case of items wThich are

neither containers nor container

parts, an association may purchase
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part or all of its requirements

through the supply company.
At the request of an association,

the supply company may draw a

trade acceptance on the local unit

when supplies are purchased. The
company is permitted to discount

the trade acceptance.

For the larger portion of its busi-

ness, it is the policy of Fruit Grow-
ers Supply Company to bill com-
modities to packing units at prices

which are as close as possible to cost

to the company. In addition, a

reasonable margin reflecting an
estimate based on operating costs

of the company and including a

safety factor is added.

79





PART IV—DISTINCTIVE FEATURES
OF THE SUNKIST SYSTEM

Research in new processing methods and products, recipes,

and merchandising have contributed much to Sunkist suc-

cess. Sunkist research is world renowned. Many citrus

products now manufactured in other parts of the world

were developed in Sunkist laboratories.

81



Added Reasons for Sunkist Success

UNDER numerous headings in

this publication, attention has

been directed to many fundamental
principles underlying the organiza-

tion and operation of the Sunkist

system. These have included such

major economic features as organ-

ization structure, marketing, adver-

tising, standardization of grades,

processing citrus fruit, transporta-

tion, and supply activities. It is

not the purpose of this section to

summarize or to restate this

material.

It is rather the objective of this

section to emphasize several signifi-

cant features of the Sunkist system

which are general in character and
which overlap into many parts of
the system. More particularly

these include membership relations,

pooling, financing, and research.

These points are emphasized be-

cause they illustrate the basic prin-

ciples upon which the cooperative

objectives of the Sunkist system are

based and maintained. They are

therefore of significance to those in-

terested in studying its cooperative

characteristics. The extent to

which the features have been recog-

nized and followed within the Sun-
kist system is of particular interest

to students of cooperation.

Membership Relations

Local control of Sunkist and the

district exchanges may be accepted

as the primary principle of the

Sunkist system. Sunkist Growers,
the district exchanges, Fruit Grow-
ers Supply Company, and the two
products divisions are to be re-

garded as creations and agents of

the packing units and their

members.
The cooperative packing units

and the other corporate organiza-
tions in the Sunkist system operate
for the benefit of grower-members.
Ordinarily the grove of each mem-
ber is harvested on a percentage
basis. Each member, if he so de-

sires, may be represented in each as-

sociation pool by the same percent-

age of his total fruit as is delivered
by other association members. The
member of a local association is

under the same obligation as other

members of an association to deliver

this fixed percentage to each or any
pool if the board of directors de-

termines that this procedure is in

the best interests of the group.

The fruit of each member passes

through exactly the same grading
and packing processes and is sub-

ject to the same grade and standard

regulations as that of all others.

Further, each member receives the

same price as all others shipping

in the same pool subject to differ-

entials arising from variation in

grade and size of fruit.

Limitation of membership in

local associations to actual citrus

fruit producers is a cardinal prin-

ciple of the Sunkist system. This

limitation provision is an essential

provision of the organization docu-

ments of all the cooperative units

of the system.
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A local association may deny
membership to a producer because

his grove is located outside the

normal operating territory of the

association or because his fruit may
be more conveniently handled by
another association. Membership
also may be denied because the grove

is in poor condition and its fruit

production of such distinctly in-

ferior quality that handling it

would be detrimental to the inter-

ests of the members of the associ-

ation.

It is the consensus of cooperative

leaders that a cooperative cannot be

said to have truly succeeded when
it has merely obtained a volume
of business sufficient to make a

creditable showing, unless its

members have developed a feeling

of responsibility and ownership.

Throughout the entire Sunkist sys-

tem efforts are made to assure an
active recognition and a program of

member responsibility and owner-
ship. The federated form charac-

terizing the Sunkist system requires

a substantial number of boards of

directors. It is estimated that ap-

proximately 9 percent of the 10,000

grower members of the Sunkist

system are directors in one or more
organizations.

Sunkist has followed a policy of

making available to growers infor-

mation regarding the citrus indus-

try generally and the operations of

the Sunkist system itself. The an-

nual report by the general manager
of Sunkist brings to growers' at-

tention information covering the

volume of business, operating costs,

and other statistics of interest.

This report discusses the activities

of the several divisions of Sunkist,

the policies, and the general indus-

try outlook.

Somewhat similar reports are

made at the annual meetings of the

local associations and the district

exchanges. Special efforts are made
to obtain a good attendance of

grower-members at the association

meetings. At these meetings the

usual program relates to marketing

citrus fruit and operating the pack-

inghouse. It frequently happens

that grievances against the packing

unit .or other parts of the Sunkist

system come out and may form the
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initiating basis for corrective action

if such proves to be needed.

In 1958 and 1959, Sunkist held a

series of district grower conferences

as a means of keeping key members
informed on Sunkist policies and
operations.

The system of local control and
the public deliberations of the board

of directors of Sunkist have freed

the organization to a remarkable

extent from hasty and unwise ac-

tion. While the deliberateness

of the democratic control that

must accompany determination of

a policy within the Sunkist system

may appear irksome or even delay

or prevent adoption of desirable

policies, it is at the same time a defi-

nite element of strength.

Policies must be fully considered

and discussed by many within the

system before adoption, with the

result that they represent the de-

cision of many individuals rather

than of a few. If a mistake is made,
responsibility is shared by many
rather than a few. Numerous im-

portant policies are formulated by
committees of growers or man-
agers in cooperation with Sunkist

directors.

Control by growers and their in-

terest in the business of Sunkist has
resulted in their understanding
Sunkist objectives and the extent

to which farmers' desires can be

accomplished through group action.

Recognition of these important

facts has enabled Sunkist to avoid

diversions to side issues and to hold

steadily to its primary function of

marketing growers' citrus fruit

efficiently.

Pooling

The pooling principle finds ap-

plication in many forms in the Sun-
kist system, in both marketing and
purchasing functions. Its extensive

use and the efforts put forth within

the system to obtain equitable meth-

ods of pooling are of particular

interest.

It is beyond the scope of this pub-

lication to describe in detail the var-

ious applications of the pooling

principle within the Sunkist sys-

tem. Neither is it possible to deal

with the economic aspects of pool-

ing, which are covered in other

publications.

Methods Used

Pooling as used in cooperatives

implies (1) the averaging of ex-

penses, including supply purchases,

(2) the physical commingling of

commodities, and (3) the averaging

of returns to producers in a specific

pool. All these forms of pooling

are present in the Sunkist system

and play their part in maintaining

its cooperative objectives and prac-

tices. For the purposes of this pub-

lication, a listing of some of the

more significant areas in which the

pooling principle is applied is all

that can be undertaken.

Pooling or averaging of expenses

finds its application in most of the

elements of the Sunkist system.

The primary exceptions are to be

found in connection with some of

the direct costs of marketing fresh

fruit. Sunkist handles sales of

fresh fruit in private and auction

markets for the individual account

of the packing unit. Transporta-

tion expenses, auction commissions,

and other terminal handling
charges are charged directly to re-
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turns from the shipment. However,

as a general rule, the net returns

from shipments are pooled with

other similar shipments within the

originating shipper unit.

Physical commingling of com-

modities takes place in both the

fresh and processed fields after the

individual growers or shipping

unit's delivered fruit has been

checked according to grade, size, or

other characteristics. Fruit di-

verted to processing is commingled

for the account of the individual

association or packing unit in sim-

ilar manner.
Pooling of sales returns within

the Sunkist system takes many
forms. Briefly they include such

activities as (1) pooling sales re-

turns in packing units with two or

three exceptions, (2) pooling export

sales of fresh fruit by Sunkist, and

(3) pooling lemons, oranges, and
grapefruit used in processing and
byproducts operations.

This brief list in no way reveals

the diversity of pools found neces-

sary from time to time to meet spe-

cific problems. Neither does it dis-

close the complex nature of some of

the procedures and decisions neces-

sary to maintaining equity among
growers or associations participat-

ing in the pools.

For example, the concisely writ-

ten plan for pooling byproduct and
juice-grade oranges, dated June 1,

1949, covers six legal-size pages.

Another example is the percentage

payment plan adopted by many
associations for Valencia orange
pools. Under this plan, equity

among growers is maintained by
application of percentage factors.

This permits the compensation of

the individual grower for losses

arising from deterioration and
dropped fruit. Such loss occasion-

ally occurs when growers must hold

fruit on the trees to await mar-
keting.

In the processing of lemons, pay-

ment for fruit in the pool is con-

tingent upon type of utilization.

Returns from peel products are

pooled in proportion to tons of fruit

delivered. Returns from the use of

juice for juice products are pooled

according to the citric acid content

of the juice contained in the fruit,

and returns from the use of juice

for citric acid are pooled according

to the citric acid content of the juice.

Incoming fruit is graded for its

suitability in juice products usage,

but in years of surplus it is not

always possible to use all such good
fruit for juice products. Adjust-

ments are made between associa-

tions so that all receive their pro-

portionate share of the proceeds

from the fruit as used, taking into

account the quality of the fruit each

delivers.

Results Achieved

Much analytical work has been

done within Sunkist through the

field service department and in co-

operation with the University of

California in developing methods
of pooling that maintain the high-

est degree of equity among growers

and furnish the greatest flexibility

for an association in handling fruit

of individual growers so that it can

be harvested and marketed to best

advantage. This requires fruit

picking programs within the asso-

ciations which result in delivery to

packinghouses of fruit of those

grades and sizes which may be re-

quired by the market from time to

time. These programs also permit

harvesting crops so as to avoid

unnecessary deterioration in grade.

Such flexibility is possible only

when the pooling plan is geared to
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At the grower-member conferences, key management personnel discuss current operations and are

available to answer questions.

such operations and preserves the

equities of individual growers.

Pooling plans for fruit to be

processed have been devised to fur-

nish incentives to associations to

deliver fruit segregated in a manner
which will assure the highest re-

turn by reflecting the product value

of the fruit as determined by its

utilization in processing.

Emphasis has been placed on the

extensive use of the pooling prin-

ciple within the Sunkist system be-

cause it is by means of pooling that

a major cooperative objective—the

proportional sharing of marketing
risks and benefits—is achieved.

Through pooling, the merchan-
dising programs of Sunkist have

been made effective since the market
risks were equitably spread among
growers.

Use of pooling has made it pos-

sible to work out selling and adver-

tising programs based on control of

grades and grade standardization.

Membership loyalty and morale are

based on recognition of the fact that

all efforts within the Sunkist sys-

tem are directed—through proper

pooling methods—toward develop-

ing and maintaining the highest

degree of equity among individual

growers. This high degree of

equity prevails in preparing their

fruit for market and marketing it,

and in acquiring their packing-

house and orchard supplies.

Financing

Another factor which has con-

tributed to maintaining cooperative

objectives and to recognizing indi-

vidual responsibilities is the domi-
nant method of capital financing

employed in the Sunkist system

—

the revolving plan. Previous dis-

cussions in this publication dealt

with a number of phases of the sub-

ject of financing in local associa-

tions, in Sunkist itself, and in the

Fruit Growers Supply Company.
References have been made to as-

sessment schedules employed to

meet operating expenses and to the

revolving capital plan.
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The purpose of this section is to

summarize and emphasize the use

of this plan within the Sunkist sys-

tem as a factor in developing and
maintaining the cooperative char-

acter of the system.

The revolving capital plan is pe-

culiarly cooperative. It is based on
a system of deductions or assess-

ments for capital purposes reflect-

ing the use of a cooperative by
individual members. Current ac-

cumulations are employed to retire

the oldest outstanding contributions

to capital. In this manner, the cap-

ital needs of an association are

largely met by those more recently

patronizing the organization and in

proportion to their use of it. The
equity of the plan from the cooper-

ative standpoint is hardly open to

question.

Effective use of the revolv-

ing capital principle is present
in the Sunkist system. Excellent

examples of the application of the
principle are to be found in most of
the local associations and the Fruit
Growers Supply Company.
The principles of equity among

individual members and associa-

tions, contained in the revolving
capital plan, contribute substan-

tially to the recognition within the

Sunkist system of cooperative re-

sponsibility and the shouldering of

the obligation proportionately by
those who are to receive the benefits.

The widespread use of the plan and
a realization of its essential fairness

continue to contribute in high de-

gree to the development and growth
of cooperation which have marked
the history of Sunkist.

Research

Activities of the Sunkist system
since its inception have been char-

acterized by constant use of research

as a means of obtaining answers to

problems and developing different

procedures. Sunkist continues to

conduct research through its own
staff in wide fields. These include

citrus fruit production, preparation
of fruits for market, marketing
with its many phases, development
and improvement of byproducts of
citrus fruits, nutritional research,

membership relations, and operat-
ing problems of local associations

—

to name but a few of the research
fields as illustrations.

In its research activities, Sunkist
has made extensive use of both
private and governmental research
agencies to obtain the best possible
answers to problems confronting

citrus growers and their coopera-

tives. Full support and active par-

// took 2 years of market testing before Sunkist

was ready, early in I960, to offer these

lemon-base fruit punches to the public.
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ticipation continue to be given by
Sunkist to research programs de-

signed to aid the California-Arizona
citrus industry and the entire

United States citrus industry.

Recognition of problems and an

earnest effort through research to

solve them have contributed to the

ability and capacity of the Sunkist

system to perform well its obliga-

tions as a cooperative organization

of citrus growers.

Flexibility

Sunkist Growers' ability to sur-

vive and prosper in the face of

rapidly changing conditions is due

in large measure to its ability to

change with changing times.

Agriculture is undergoing rapid

change in markets, techniques of

production and distribution, and
producing areas. The California

citrus industry is a good example of

the impact of rapid change and of

how cooperative action can assist in

easing the impact of such change on
individual producers.

For example, rapidly expanding
subdivisions in southern California

since World War II have covered

many hundreds of acres of citrus

groves. Growers desiring to con-

tinue to grow citrus had to move.

Due in substantial measure to the

existence of Sunkist and other mar-
keting cooperatives in other citrus

areas, particularly in central Cali-

fornia, which were ready to provide

marketing and allied services, the

California citrus industry is making

a strong comeback in both planted

acreage and production.

Another example of Sunkist flexi-

bility is the manner in which local

associations have adjusted to ship-

ping fresh fruit in the so-called

half-box fiberboard carton. Before

1954, virtually all California citrus

was place packed and shipped in the

familiar wooden crate—the stand-

ard container. Today almost all

fresh citrus goes in the carton, and
much of the fruit is placed in these

cartons by machines, rather than by
human hands.

The recent reorganization of the

corporate structure of Sunkist is yet

another example of the inherent

flexibility of this leading farmer
cooperative. By virtue of this

ability to adjust as occasion de-

mands, Sunkist Growers through
the years has maintained and will

continue to maintain its ability to

serve the interests of its member
producers, and of the entire Cali-

fornia-Arizona citrus industry.

88



BIBLIOGRAPHY

These publications are not available from Farmer Cooperative Service.

Bailey, L. H.
1947. The Standard Cyclopedia of Horticulture. Volumes 1-3. New

York. 2nd Edition.

California Fruit Growers Exchange.
1924-52. Annual Reports of the General Manager.

California State Board of Agriculture.

1914. Statistical Report for the Year 1913. 270 pp. ( Sacramento)

.

Coit,J.E.
1915. Citrus Fruits: An Account of the Citrus Fruit Industry, with

Special Reference to California Requirements and Prac-

tices and Similar Conditions. 520 pp. New York.

Cumberland, W. W.
1917. Cooperative Marketing : Its Advantages as Exemplified in the

California Fruit Growers Exchange. 226 pp. Princeton

and London.
DORSETT, P. H., SHAMEL, A. D., AND PoPENOE, WlLSON.

1917. The Navel Orange of Bahia; with notes on some little-known

Brazilian fruits. U.S. Department of Agriculture Bulletin

445, 35 pp. Washington.
Dreher, P. J.

1916. Early History of Co-operative Marketing of Citrus Fruit.

California Citrograph 2(1) ;
2-3, 17-18. October 1916.

Encyclopedia Britannica.
14th edition.

Erdman, H. E., and Wellman, H. R.

1927. Some Economic Problems Involved in the Pooling of Fruit.

California Agricultural Experiment Station Bulletin 432,

46 pp. Berkeley.

FOGELBERG, NePHTUNE, AND McKay, A. W.
1940. The Citrus Industry and the California Fruit Growers Ex-

change System. Farm Credit Administration Circular

C-121, 109 pp. Washington.
Fruit Growers Supply Company.

1947. Annual Report of the General Manager; 40 Years of Service,

1907-1947. 64 pp. Los Angeles.

Gardner, Kelsey B.
1927. Joint Use of a Sales Organization by Two Cooperative Asso-

ciations. U.S. Department of Agriculture Circular 10, 31

pp. Washington.
1938. Terminal Fruit Auctions as Marketing Agencies for Farmers'*

Cooperatives. U.S. Department of Agriculture, FCA
Bulletin 29. 90 pp.

Gardner, Kelsey B., and McKay, A. W.
1950. The California Fruit Growers Exchange System. U.S. De-

partment of Agriculture, FCA Circular C-135.

o—60 7 89



Jones, J. W.
1936. Membership Relations of Cooperative Associations. U.S.

Farm Credit Administration Bulletin 9, 111 pp.
Lelong, B. M.

1902. Culture of the Citrus in California. Revised. 267 pp. Cali-

fornia State Board of Horticulture, Sacramento.
Lloyd, John W.

1919. Co-operative and Other Organized Methods of Marketing
California Horticultural Products. Illinois University

Studies Social Science, volume 8, No. 1, 142 pp. Urbana.
MacCurdy, Rahno Mabel.

1925. The History of the California Fruit Growers Exchange. 106

pp. Los Angeles.

McKay, A. W., and Stevens, W. M.
1924. Organization and Development of a Cooperative Citrus-Fruit

Marketing Agency. U.S. Department of Agriculture Bulle-

tin 1237, 68 pp. Washington.
Shultis, Arthur.

1938. Citrus Enterprise-Efficiency Studies in Southern California.

California University Bulletin 620, 65 pp. Berkeley.

Spalding, William A.
1885. The Orange: Its Culture in California, with a Brief Discus-

sion of the Lemon, Lime and Other Citrus Fruits. 97 pp.
Riverside.

Sunkist Growers, Inc.

1958. Exchange Lemon Products Company, 1915-1958.

Sunkist Growers, Inc.

1953-58. Annual Reports of the General Manager.
Teague, Charles C.

1944. Fifty Years a Rancher. 199 pp. Los Angeles.

Tolkowsky, S.

1938. Hesperides; A History of the Culture and Use of Citrus

Fruits. 371 pp. London.
Traub, Hamilton P., and Robinson, T. R.

1937. Improvement of Subtropical Fruit Crops: Citrus. In U.S.

Department of Agriculture Yearbook, 1937, pp. 749-826.

Washington.
United States Department of Agriculture.

1944r-58. Carlot Shipments of Fresh Fruits and Vegetables by Com-
modities, States, and Months. Title varies. Includes boat

shipments reduced to carlot equivalents.

1948. Bibliography on Cooperation in Agriculture. Library List

No. 41 and Supplement 1. U.S. Department of Agriculture.

United States Tariff Commission.
1959. United States Import Duties, 1958. Miscellaneous Services.

Webber, Herbert J., and Batchelor, Leon D.

1943-48. The Citrus Industry, volume 1. History, Botany, and
Breeding; volume 2. Production of the Crop. Berkeley

and Los Angeles.

90



APPENDIX

Organization and Marketing Plan Adopted by the

Southern California Fruit Exchanges, Los Angeles,

August 29, 1893

Each district to organize a district

fruit exchange embracing a proper repre-

sentation from each local association

within the district.

Under this organization to establish a

district brand for the different grades of

fruit that shall also give due prominence
to the local identity.

All local conditions to be harmonized
and controlled and all orders and distri-

bution of fruit prorated for the entire

district under the said exchange.
The boards of exchange in each of the

several districts to establish a central of-

fice where the managers of the several

local associations embraced in the several

districts shall meet daily, or as often as

they may determine, to transact the
necessary business.

The correspondence and business of

said central office to be in charge of a
secretary chosen by the district board of

exchange but accessible to each of said

managers at all times.

Each of said local associations to fur-

nish the district board of exchange at the

opening of the shipping season a carefully

prepared estimate of the amount of fruit

embraced in the district, varieties, and
grades.

By direction of the several boards of

exchange to create an executive board, to

be chosen from the boards of managers in

the respective districts, upon the basis of

one member for each 100 cars of fruit or
majority fraction thereof, providing only
that each district shall have one repre-

sentative.

The voting power in each executive

board to be one vote for each 100 carloads

of fruit or fractional majority thereof in

each district.

Each of said districts to fix the price

for the respective grades of fruit em-
braced in each, said prices to be adjusted

from time to time by said executive board
in such manner as to secure the pro rata

movement of fruit.

Each of said districts to be allowed to

fill all f.o.b. orders obtained for any grade
of fruit.

The said executive board under di-

rection and approval of the several dis-

trict boards of exchange, to establish

branch houses for the sale and distribu-

tion of the fruit embraced in the several

districts at such points as may be agreed
upon, and each of said districts to be al-

lowed their pro rata of the number of

representatives that may be agreed upon
to, properly handle and distribute the

fruit furnished the said branch houses
under the direction and control of said

executive board, subject to the approval

of the several boards of exchange.

The expense of maintaining the branch
houses and representatives in the east

are to be borne by southern California,

pro rata, according to the oranges shipped

during the season.

The said representatives to be inter-

changeable for the territory covered by
said branch houses in a manner to afford

ample protection to all interests involved

and each to have access to all matters
pertaining to the business connected with
either or all of said branches.

Each of said district exchanges shall at

the opening of the shipping season furnish

the executive board with a carefully pre-

pared estimate of the number of boxes of

each variety and grade of fruit in their

respective districts.

Said estimates to be subject to revision

and adjustment by the said board at any

time during the season.

Each of said districts shall furnish the

executive board a complete statement of

shipments of varieties and grades of fruit

as often as may be required.
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The said executive board shall meet as

often as may, in its judgment, be neces-

sary, or at the call of any district board
of managers or any district board of ex-

change, to adjust prices, regulate the dis-

tribution of fruit, or transact any other

business that may properly come before

it.

Any inequality that may at any time
appear in the pro rata of shipments shall

be adjusted by ordering shipments to the

several branch houses in such ratio from
the several districts as may be required

to restore and maintain the pro rata.

The several branch houses shall keep
the executive board posted in such mat-
ters and manner as may be required from
time to time.

The said branch houses shall at all

times be under the control of the execu-
tive board, subject to the supervision of

the board of exchange.
All matters of dispute in and matters

outside the executive board shall be de-

termined by the several boards of

exchange.

All references to carloads shall be
construed to mean 300 boxes of fruit.

Said executive board, with the approval
of the several boards of exchange, to fur-

ther determine and arrange matters of

detail, as the conditions may from time
to time require.

At the opening of the season the several

districts to unite in a circular to the trade
setting forth the plan and purposes of

this organization, and such other matters
as may be agreed upon.

Amended Articles of Incorporation Sunkist Growers, Inc.

First: The name of this corporation (hereinafter referred to as "Sunkist") is:

Sunkist Growers, Inc.

Second : The primary purpose for which Sunkist is formed is to furnish facilities

and agencies through which citrus fruits of its members and other producers may be

marketed or processed and marketed, and to return to said members or other producers

the proceeds of sales, less necessary operating and marketing expenses, on the basis

of the quantity of value of citrus fruits marketed for such member or other producer.

In carrying out said primary purpose, Sunkist shall have every power, privilege,

right and immunity now or hereafter authorized or permitted by law to a corporation

organized or existing pursuant to the provisions of Chapter 4 of Division 6 of the

Agricultural Code of the State of California and amendments thereto and substitu-

tions therefor and continuances thereof. Nothing herein contained shall be deemed
to limit the right or power of Sunkist to do any lawful act that the board of directors

shall determine.

Third : Sunkist is organized and exists as a nonprofit cooperative marketing associa-

tion, without capital stock, pursuant to the provisions of Chapter 4 of Division 6 of

the Agricultural Code of the State of California.

Fourth : The principal office for the transaction of business of Sunkist is located

in the County of Los Angeles, State of California.

Fifth: The number of directors shall be thirty-two (32) ;
provided, that by-laws

may be adopted whereby a different number of directors may be fixed, in which event

the number of directors shall be as provided in said by-laws.

Sixth : As stated in the original articles, the names and addresses of the persons

who were to serve as the first directors were

:

Name Residence

F. Q. Story Alha rubra, California

W. E. Sprott PorterviUe, California

A: P. Harwood Upland, California

H. E. Cheseboro Carina, California

W. R. Powell Glendora, California

P. J. Dreher Pamono, California

S. J. Beals Orange, California

W. G. Fraser Riverside, California
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A. P. Johnson
Frank Scoville

Riverside, California

Corona, California

Colton, California

Duarte, California

E. F. Van Luven
W. H. Young
D. Felsenthal Los Angeles, California

Seventh : To provide funds for corporate purposes of Sunkist, revolving funds and
other allocated reserves may be established. Such revolving fund or allocated reserve

credits shall not be deemed to evidence, create or establish any present property

rights or interests, as such terms are herein used, but such credits shall be deemed
to evidence an indebtedness of Sunkist payable only as provided in the by-laws.

In the event the membership of any member shall terminate for any reason whatso-

ever, such member shall not thereupon become entitled to demand or receive any
interest in the property and assets of Sunkist as herein denned, but shall be entitled

only to receive payment of its revolving fund credits and its interest, if any, in other

allocated reserves as and when same would have been paid had it remained a member.
Eighth : Sunkist is a membership corporation, without shares of stock. It shall

have two classes of members, as more particularly denned in the by-laws: (1) Local

Associations and (2) District Exchanges. The voting power and property rights and
interests of each said class shall be as follows

:

1. Voting Power—The voting power of members shall be unequal. District Ex-

changes alone shall have the power to vote for directors. In the election of directors,

each District Exchange shall be entitled to as many votes as the number of directors

it is entitled to nominate, as prescribed by the by-laws, multiplied by the number of

directors to be elected. District Exchanges shall have no other voting powers.

Other than in the election of directors, all voting rights of members shall vest in Local

Associations. Each Local Association shall be entitled to one (1) vote for each one

thousand (1,000) cartons or equivalent (or major fraction thereof) of citrus fruit,

fresh and products, marketed by such member through Sunkist as shown by Sunkist

records during the average of the three (3) preceding completed fiscal years of

Sunkist.

2. Property Rights—The property rights and interests of the members of Sunkist

shall be unequal. The District Exchanges as such shall have no property rights or

interests. The property rights and interests in Sunkist of Local Associations at any

time shall be such part of the entire property rights and interests as the amount of

revolving fund credits standing upon the books of Sunkist in the name of such

member at that time bears to the total of such credits on said books at such time.

In the event of dissolution or liquidation, any residue that may remain after

payment in full of all indebtedness, including that evidenced by revolving fund credits

and other allocated reserves, shall be distributed to those persons (other than former

members who have been expelled) holding revolving fund credits at the time of

commencement of proceedings for liquidation or dissolution, in proportion that the

amount of revolving fund credits held by each of them at such time bears to the total

amount of such credits.

In the event Sunkist shall at any time determine to transfer the property and

assets of Sunkist to a successor association and shall designate such association as

the successor association of Sunkist, then the transfer of said property and assets

by Sunkist to such successor association shall not be considered a dissolution or

liquidation within the meaning of the foregoing paragraph. Such association may
be formed or exist under state or federal laws, provided only it shall be in substance

a farmers' nonprofit cooperative marketing association. Such successor association

may be an association formed or recognized for such purpose, or it may be formed

by merger, consolidation, or any corporate reorganization. Property rights and

interests of the members of Sunkist shall be recognized and preserved in an equitable

manner in such successor association.

Ninth : Sunkist shall have perpetual existence.
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Amended By-Laws, Sunkist Growers, Inc.

General

1.1 Articles of Incorporation—The articles of incorporation of Sunkist are hereby

made a part of these by-laws and all matters hereinafter contained in these by-laws

shall be subject to such provisions in regard thereto, if any, as are set forth in the

articles of incorporation. All references in these by-laws to the articles of incorpora-

tion shall be construed to mean the articles of incorporation as from time to time
amended. The name and purposes of the corporation shall be as set forth in the

articles of incorporation.

1.2 Definitions—As used in these by-laws, the following terms have the following

meanings

:

(a) "Fresh fruit" means fruit destined only for fresh consumption and moving in

normal fresh fruit channels. The board of directors may from time to time specify

other and more detailed definitions not inconsistent herewith.

(b) "Products fruit" means all fruit other than that defined as fresh fruit.

(c) "Fruit" or "citrus fruit" means both fresh and products fruit of all varieties.

(d) "Variety" means any one of the following: Navel oranges, Valencia oranges,

Miscellaneous oranges (including tangerines), lemons, grapefruit or limes.

(e) "Carton" means the quantity of the particular fruit involved which is con-

tained in the standard carton in common use for fresh shipments of such fruit, or the

equivalent thereof, as determined from time to time by the board of directors. The
board may from time to time establish the relationship or ratio between the carton

and other units of weight or quantity.

(f) "Market" or "marketing" means the sale or shipment for purposes of sale as

fresh fruit or as products fruit, utilization for products, or other disposition.

(g) "Volume marketed through Sunkist as shown by its records" means the volume,

in terms of one thousand (1,000) cartons or equivalent (or major fraction thereof),

of the particular fruit involved, marketed by a Local Association or a District Ex-
change through Sunkist during the average of the three (3) preceding completed

fiscal years, on which assessments or deductions for revolving funds and Sunkist

charges and expenses have been collected. As soon after the close of a fiscal year as

such volume records can be compiled, the average volume of the three (3) preceding

completed fiscal years shall be reported to the board of directors and, when approved
or accepted by the board, shall be the basis for determination of volume whenever
pertinent under these by-laws. Any fruit exempted from the requirement of delivery

as provided in By-law No. 9.3(b) shall not be included in volume as herein defined.

In determining such average volume, appropriate adjustments may be made, in such

manner as determined by the board of directors upon evidence satisfactory to it,

in the case of mergers, consolidations or transfers of growers from a dissolving Local

Association and in the case of Local Associations which have marketed through
Sunkist for less than three (3) years.

Membership
2.1 General Organization—Throughout California and Arizona since the 1880's citrus

growers have formed themselves into cooperative or have constructed their own
facilities to pick, pack and market their fruit in fresh or products form. These local

packing house organizations have been known and will in these by-laws be referred

to as "Local Associations." The Local Associations created regional marketing agen-

cies in common generally known, and in these by-laws referred to, as "District

Exchanges." Sunkist was, in turn, formed by the Local Associations and their

District Exchanges in order to furnish additional facilities and agencies in maintain-
ing, extending and making more efficient the marketing of the growers' citrus fruit.

Sunkist and its member District Exchanges and Local Associations constitute the

cooperative marketing system sometimes referred to as the "Sunkist System."
The fundamental purpose of the Sunkist System is to market the growers' citrus

fruit in the form received, or in manufactured or other form at the highest return

to such growers consistent with their long term interests. In carrying out such
purpose, Sunkist shall act as a nonprofit cooperative marketing association. Sunkist
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may, at the discretion of the board of directors, also market, in the form received

or in manufactured or other form, the fruit or products thereof, of nonmembers who
are producers, or of any assocation of such producers, insofar as the same may be
done in compliance with federal and state laws and regulations applicable to farmers'

marketing cooperatives ; but such nonmember business shall not exceed fifty per cent

(50%) by value of the total marketing business and shall be handled on the same
basis as that transacted for members.

2.2 Classes of Members—There shall be two classes of members

:

(a) "Local Associations," which shall be persons engaged in the production of

citrus fruits or associations of such producers. Such persons or associations must
also be members of, or affiliated with, a District Exchange ; and

(b) "District Exchanges," each of which shall be a marketing agent in common
of its Local Associations.

2.3 Agreements of Local Associations With Growers—Each Local Association shall

maintain appropriate agreements between itself and its growers which will provide
for the delivery to such Local Association of all the fruit covered by such agreements.
Each Local Association shall furnish, upon request, to Sunkist and/or to the District

Exchange with which it is affiliated, a list of growers then affiliated with said Local
Association and a copy of its agreement with growers.

No Local Association shall release any of its growers from such grower agreement
(except upon termination of the same by giving of appropriate notice of termination

under the terms of said agreement during the regular withdrawal period) without
giving to Sunkist and to the District Exchange with which such Local Association

is affiliated ten days' notice of such proposed release. At any time within the varietal

season that such releases individually or collectively shall total more than five per

cent (5%) of the volume of the Local Association by variety, any releases in excess

of such percentage must be approved by the District Exchange with which said Local
Association is affiliated.

2.4 Representative of Member—If any member is other than a natural person, such
member may be represented by any individual, associate, officer or manager or

member thereof, duly authorized in a writing filed with the secretary of Sunkist.

2.5 Membership Contract—Persons qualified under By-law No. 2.2 may become
members of Sunkist by submitting an application for membership, in a form pre-

scribed by the board of directors. When accepted by Sunkist, such application shall

constitute a contract between the member and Sunkist, and between the Local
Association and the District Exchange with which such Local Association may be
affiliated, or between the District Exchange and all Local Associations affiliated with
it, for the benefit of all such parties, and for the benefit of each and every other

member of Sunkist. The board of directors shall have the right, in its sole discretion,

to refuse to accept such application for membership.
2.6 Nontransferability of Membership—No membership shall be assigned or trans-

ferred either voluntarily or involuntarily or by operation of law, nor shall any mem-
bership or membership rights of a member be assigned, transferred, alienated or

encumbered in any manner or by any means whatsoever; provided, however, that

nothing herein contained shall be deemed to impair the transferability of revolving

fund credits as hereinafter provided in By-law No. 10.8.

2.7 Termination of Membership—Any membership in Sunkist shall be terminated

upon occurrence of any of the following events

:

(a) If the member ceases to be a producer or cooperative association of pro-

ducers or marketing agent in common of such producers or associations within the

meaning of applicable federal and state laws and regulations; or

(b ) By death, disbanding or dissolution of the member ; or

(c) By notice of termination as provided in the membership contract; or

(d) By expulsion as provided in By-law No. 2.8.

2.8 Expulsion—Any member may be expelled by a majority vote of the authorized

number of the board of directors for failure to comply with the by-laws or rules

and regulations issued thereunder, or by a two-thirds ( % ) vote of the authorized

number of directors if termination of such membership is judged to be in the best

interests of other members. Before vote upon a proposal to expel any member, such

member shall be given notice and a fair and, reasonable opportunity to be heard at a
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regular or special meeting of the board. Any action of the board hereunder shall be
final and conclusive. Upon expulsion, all voting and property rights of the member
so expelled shall cease and terminate except that such member shall be entitled
to receive payment of any outstanding revolving fund or other allocated reserve
credits (less any indebtedness to Sunkist) to be paid in the manner and at the time
such payment would have been paid had such membership been continued.

Voting Rights

3.1 Local Associations—Local Associations shall be entitled to vote upon all ques-
tions requiring membership action except the election of directors. All such voting
by Local Associations shall be based on volume and each Local Association shall be
entitled to one (1) vote for each one thousand (1,000) cartons or equivalent (or

major fraction thereof) of the volume of citrus fruit, fresh and products, marketed
by such member through Sunkist during the average of the three (3) preceding com-
pleted fiscal years of Sunkist, as shown by its records, as provided in By-law Xo. 1.2

(g). A majority of the total votes cast shall be necessary for any action by mem-
bers to be effective, except as otherwise provided in By-laws No. 3.2. 4.4, 4.8, 9.4 (b),

(d), and (f), and 11.7(a). In the event any question requiring concurrence of

directors representing a specified percentage of volume for board action is submitted
to a vote of members, a majority vote thereon to be effective must include the votes

of members representing a like percentage.

3.2 Varietal Voting—It is recognized that certain questions may from time to time
arise relating solely to the promotion of a particular variety of fruit and the assess-

ment relating thereto. To the extent that such questions, as herein more particularly

specified, are referred to the members for vote under this by-law, either at a meeting
of members or by mail, the following provisions shall apply

:

(a) Procedure—At the request of Local Associations representing one-fifth

(%) of the voting power of a particular variety or at the request of one-

third ( y3 ) of the authorized number of directors, any question subject to

varietal voting shall be submitted to a vote of Local Associations on a

varietal basis. The affirmative vote of three-fourths ( % ) of the voting

power represented by such variety shall be binding upon all members insofar

as it concerns the promotion of the variety involved and the assessment
relating thereto.

(b) Varietal Questions—Voting by Local Associations shall be on a varietal

basis on any question relating to the appropriation or use of funds for

advertising, promotion or research to be raised solely by assessing a single

variety but nothing herein contained shall be construed to authorize varietal

voting on assessments resulting from an allocation between varieties of

the general cost of maintaining any department or facility of Sunkist for

the use of more than one variety.

3.3 District Exchanges—District Exchanges shall have the exclusive power to

nominate and elect directors but shall have no other voting rights. Each District

Exchange shall nominate only as many directors as it shall be entitled to under
By-law No. 5.2. Each District Exchange shall be entitled to cast votes for election

of directors in accordance with the following formula : The number of directors

which it is entitled to nominate under By-law No. 5.2 multiplied by the number of

directors to be elected.

3.4 Proxies—Any member, or its duly authorized representative appointed under
By-law No. 2.4, entitled to vote at a membership meeting or execute consent shall

have the right to do so either in person or by proxy, which proxy shall be in writing

executed by the member or its duly designated representative and filed with the

secretary of Sunkist. No proxy shall be valid after the expiration of eleven (11)

months from its date, unless it species the length of time it shall continue in force,

which shall in no event be for more than three (3) years.

3.5 Voting by Mail—Whenever so authorized by these by-laws or by the board of

directors, a membership vote of Local Associations may be conducted by mail, with-

out the necessity of a meeting. To be effective, the total vote cast by mail on any
question shall be not less than the number required to constitute a quorum had
such vote been taken at a meeting of members.

96



Meetings of Members
4.1 Place of Meetings—All meetings of members shall be held at the principal office

of Sunkist or at such other place in the County of Los Angeles as may be designated
by the board of directors.

4.2 Regular Annual Meeting—A regular annual meeting of all Sunkist members
shall be held at 10 o'clock a.m. on the third Wednesday in December of each year.

At such meeting directors shall be elected, reports of the affairs of Sunkist shall

be considered and any business may be transacted which is within the power of the
members.

4.3 Notice of Regular Annual Meeting—Ten days' notice of each regular meeting
of the members shall be given as provided in By-law No. 11.2. Such notice shall

state the place, the day and the hour of the meeting and that the purposes thereof
are the election of directors and the transaction of such other business as may come
before the meeting.

4.4 Special Meetings—Except in those instances where a particular manner of
calling a meeting or obtaining a vote of members is prescribed by law or in these by-
laws, a special meeting of all members or of the members of either class may be
called at any time by the President, or on demand of one-third (%) of the di-

rectors, or by members entitled to exercise one-fifth (%) of the voting power. No
business shall be transacted at a special meeting other than such as is included in

the purposes stated in the notice.

4.5 Notice of Special Meeting—Notice of each special meeting shall be given in

the same manner as for annual meetings. Notice of any special meeting shall specify

the purposes of the meeting, in addition to the place, the day and the hour of such
meeting.

4.6 Adjournment and Notice—Any members' meeting, whether or not a quorum is

present, may be adjourned from time to time by a vote of the majority of the voting

power of the members present in person or by proxy, but in the event there is not a

quorum initially present at any members' meeting, no other business may be trans-

acted. When any meeting of members is adjourned for thirty (30) days or more,
notice of the adjourned meeting shall be given as in the case of an original meeting.

Otherwise, it shall not be necessary to give any notice of adjournment other than by
announcement at the meeting at which adjournment is taken nor shall it be neces-

sary to give any notice of the business to be transacted at an adjourned meeting.

4.7 Quorum—At any meeting of all members, or of any class of members, the

presence in person or by proxy of persons entitled to vote a majority of the voting

power entitled to vote at such meeting shall constitute a quorum for the transaction

of business, except as otherwise may be required by law. The members present at

a duly called and held meeting at which a quorum is present may continue to do
business until adjournment, notwithstanding the withdrawal of enough members
to leave less than a quorum.

4.8 Consent of Absentees—The transactions of any meeting of members, either

regular or special, however called and noticed, shall be as valid as though had at

a meeting duly held upon regular call and notice, if a quorum be present either in

person or by proxy, and if, either before or after the meeting, each of the members
entitled to vote, not present in person or by proxy, signs a written waiver of notice,

or a consent to the holding of such meeting, or an approval of the minutes thereof.

All such waivers, consents or approvals shall be filed with the corporate records or

made a part of the minutes of the meeting.

Directors

5.1 Number and Qualification—-The authorized number of directors of Sunkist

shall not be less than thirty (30) nor more than thirty-three (33). Until changed
by the board of directors within the foregoing limits, the authorized number of di-

rectors shall be thirty-two (32). A director shall be either a citrus producer who
markets fruit through Sunkist. or the duly authorized representative of such a

producer.

5.2 Selection of Directors—Each District Exchange shall be entitled to nominate
one (1) director. Additional directors may be nominated by District Exchanges, on
the basis of the volume of all fruit marketed through Sunkist as shown by its rec-

97



ords for the average of the three (3) preceding fiscal years, as provided in By-law

No. 1.2(g), in accordance with the following formula :

Each District Exchange having a percentage of such volume above three and
six-tenths per cent (3.6%) and less than nine and six-tenths per cent (9.6%)—
one ( 1 ) additional director;

Each District Exchange whose percentage of such volume is nine and six-tenths

per cent (9.6%) or more but less than fifteen and six-tenths per cent (15.6%)—
two (2) additional directors

;

Each District Exchange whose percentage of such volume is fifteen and six-

tenths per cent (15.6%) or more but less than twenty-one and six-tenths per

cent (21.6%)—three (3) additional directors ; and
Each District Exchange whose percentage of such volume is twenty-one and
six-tenths per cent (21.6%) or more—four (4) additional directors.

5.3 Election and Term of Office—The directors shall be elected annually by Dis-

trict Exchange members at the time of the regular annual meeting of the members,
but if any such annual meeting is not held, or the directors are not elected thereat,

the directors may be elected at any special meeting of District Exchange members
held for that purpose. Any director shall hold office until his successor is elected.

5.4 Vacancies—Vacancies in the board of directors shall be filled by the other

directors in office upon nomination and certification by the appropriate District

Exchange ; and such persons shall hold office until his successor is elected.

5.5 Place of Meetings—Meetings of the board of directors shall be held at the

principal office of Sunkist, or at any other place within or without the State of

California which has been designated by the board or by written consent of all

members of the board.

5.G Organization Meeting—Immediately after each annual election of directors,

the newly elected directors shall hold a regular meeting for the purpose of organiza-

tion, election of officers, and the transaction of other business. Notice of such meet-

ing is hereby dispensed with.

5.63 Regular Meetings—In addition to the regular organization meeting, a regular

meeting of the board of directors shall be held at 9:30 o'clock a.m. on the first and

third Wednesdays of each month.

5.65 Special Meetings—A special meeting of the board of directors shall be held

whenever called by the president, or by any vice-president in the absence of the

president, or by one-third (%) of the directors. Any and all business may be

transacted at a special meeting.

5.7 Notice of Meetings of Directors—No notice of regular meetings of the directors

need be given. Notice of each special meeting shall be given pursuant to By-law

No. 11.2, showing the time and place, at least two (2) clays prior to the time of

such meeting.

5.75 Adjournment—Notice of time and place of holding an adjourned meeting

need not be given to absent directors, if the time and place be fixed at the meeting

adjourned and the adjournment is for a period of not more than seven (7) days.

5.8 Wavier of Notice—The transactions of any meeting of the board of directors

however called and noticed or wherever held, shall be as valid as though had at

a meeting duly held, after regular call and notice, if a quorum be present, and if,

either before or after the meeting, each of the directors not present signs a written

waiver of notice, a consent to holding such meeting, or an approval of the minutes

thereof. All such waivers, consents or approvals shall be filed with the corporate

records or made a part of the minutes of the meeting.

5.85 Quorum—A majority of the authorized number of directors shall he necessary

to constitute a quorum for the transaction of business. However, in the absence of

a quorum of directors who have been previously regularly seated, a quorum for the

purpose of accepting resignations of directors and tilling such vacancies shall be

one-third (
1
/t ) the authorized number of directors.

5.9 /Vex and Expenses Directors shall not receive any stated salary for their

services as directors, but by resolution of the hoard, a fixed fee. plus expenses may

he paid tor attendance at any meeting of the board or at any committee meeting.
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Powers of Directors

6.1 General Powers—Subject to the limitations of the articles of incorporation, of
the by-laws and of the statutes of the State of California relating to action which
shall be auhorized or approved by members, all corporate powers shall be exercised
by or under the authority of, and the business and affairs of Sunkist shall be con-
trolled by, the board of directors. Without prejudice to such general powers, but
subject to the same limitations, it is expressly declared that the board of directors
shall have the following powers, to wit

:

(a) To appoint and remove, at pleasure, all officers, agents and employees of
Sunkist, prescribe their duties, fix their compensation, and require from them,
if deemed advisable, security for faithful service.

(b) To conduct, manage and control the affairs and business of Sunkist and to
make rules and regulations not inconsistent with the laws of the State of
California, the articles of incorporation or by-laws, for the guidance of its

officers and the management of its affairs.

(c) To borrow money and incur indebtedness for the purposes of Sunkist, and
to cause to be executed and delivered therefor, in the corporate name,
promissory notes, bonds, debentures, deeds of trust, mortgages, pledges,
hypothecations and other evidences of indebtedness and securities therefor,
and to do every act and thing necessary to effectuate the same.

(d) To establish grades for fruit and for products with rules and regulations
pertaining thereto, and to prescribe the standards of quality of fruit and
products to be marketed under such grades, and permit Local Associations
and District Exchanges to pack or deliver their fruit under such grades upon
compliance with such prescribed standards and with all rules and regulations
established pursuant hereto.

(e) To prescribe rules and regulations in connection with the use of any trade-

marks, trade names, brands, patents or copyrights owned or controlled by
Sunkist and any such rules or regulations may be changed from time to time.

6.2 Charges and Expenses

(a) Of Sunkist—All charges and expenses of Sunkist, including deductions for

such reasonable reserves as may from time to time be prescribed by the board

of directors and including a subscription to "The California Citrograph,"

shall be met by assessments or deductions upon District Exchanges or Local

Associations. The method, amount, manner and time of assessment or

deduction shall be fixed and determined from time to time by the board of

directors. Each District Exchange or Local Association shall pay to Sunkist

when due the amount of any assessments or deductions hereunder.

(b) Of District Exchanges—All charges and expenses of District Exchanges,

including Sunkist assessments and deductions for such reasonable reserves

as may from time to time be prescribed by their respective boards of directors,

shall be met by assessments or deductions upon' Local Associations. The
method, amount, manner and time of assessment or deduction shall be fixed

and determined from time to time by the board of directors of each District

Exchange. Each Local Association shall pay to the District Exchange with

which it is affiliated when due the amount of any assessments hereunder and

authorizes Sunkist or District Exchange to deduct from the proceeds of sale

of fruit or products marketed for it the amount of any such assessment and

any other amounts due District Exchange or Sunkist from such Local

Association.

(c) Refunds—Any amount by which the marketing or other assessments or

deductions hereunder exceed the actual cost (including in such cost any

reserves prescribed as provided in these by-laws) shall be refunded to the

persons from whom collected as promptly as accounting procedure permits.

(d) Set-off—Any amount due Sunkisit from any member or patron as an assess-

ment, deduction or otherwise may be set off against any amount which

Sunkist is or may become obligated to pay such person.
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Committees of the Board

7.1 Products Executive Committee—A Products Executive Committee is hereby

established. It shall be composed of fifteen (15) directors but in no event to exceed

one-half (%) of the authorized number of directors.

There are hereby delegated to said Products Executive Committee all of the func-

tions and powers of the board relating to or directly affecting products operations,

including products sales, subject to the direction and control of the board. It is the

purpose of these by-laws to afford substantial autonomy to said committee in the

operation of the products portion of Sunkist business.

7.2 Other Committees of the Board—Other committees may be established by reso-

lution of the board specifying the number of members and prescribing the committee
functions and duties. Such other committees may include individuals who are not
members of the board.

Officers and Management

8.1 Corporate Officers—The officers of Sunkist shall be elected by the board of

directors and shall be a president, one (1) or more vice-presidents, a secretary and
a treasurer. The board may also appoint one (1) or more assistant secretaries or

assistant treasurers and any other corporate officers which the board of directors

may see fit in its discretion to designate. The president and vice-president or vice-

presidents shall be elected by the directors from their number. One (1) person

may hold two (2) or more offices except that the offices of president and secretary

or any vice-president and secretary may not be held by the same person.

5.2 Election and Term of Office—Officers shall be elected annually at the organi-

zation meeting of the board of directors following the annual meeting of members,
or at such other time as the board of directors shall determine. Unless sooner re-

moved by the board of directors, or unless they resign or become disqualified, all

officers shall hold office until their successors are chosen and have qualified. Any
officer, whether elected or appointed by the board of directors, may be removed
at any time by a majority vote of the authorized number of directors.

8.3 Powers and Duties—Subject at all times to the control and direction of the

board of directors, each officer shall have and exercise the powers and duties usual

to his office.

8.4 Management—The board of directors shall also elect a general manager
who shall have administrative authority over all personnel in the employ of Sunkist.

Upon the recommendation of the general manager, the board shall also appoint an

assistant general manager and may appoint such other assistants or department

heads as the management and the board deem necessary or advisable to properly carry

on the business of Sunkist. Their duties, responsibilities, and authorities shall be

prescribed by the general manager. Any person elected or appointed under this by-

law is subject to removal at any time by a majority vote of the authorized number
of directors.

Marketing

9.1 Marketing Obligation—Each Local Association shall market all of the fresh

fruit subject to its control through the District Exchange with which it is affiliated.

Each District Exchange shall market through Sunkist all of the fruit subject to its

control. Each Local Association shall deliver to Sunkist all of the products fruit

subject to its control. Sunkist shall market all of said fruit both fresh and products

and shall determine the methods of marketing to be adopted in any or all markets

and the types of containers and methods of packaging to be used.

9.2 Marketing Agency Created—Each Local Association and District Exchange

designates and appoints Sunkist as its agent and the agent of its growers in all

matters concerning the marketing of its fresh fruit, and the processing and market-

ing of its products fruit. Full power and authority are conferred upon Sunkist as

such agent to conduct its marketing activities in such manner as it, in its sole dis-

cretion, determines to be for the best interests of all of its members. As such agent,

Sunkist may inspect any records pertaining to the disposition of fruit maintained by
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or for any member, including any or all records maintained by any federal or state
marketing committee or board pertaining to such member.

9.3 General Marketing Plan—In carrying out the basic purpose of marketing the
growers' citrus fruit at the highest return to the growers, the Sunkist System has
adopted the following general marketing plan.

(a) Fresh Fruit—Sunkist shall develop and determine the market opportunities
for each variety of citrus fruit to be marketed by its members. Sales shall
be made through the facilities and agencies furnished by Sunkist.

(b) Products Fruit—Products fruit shall be delivered to Sunkist by each Local
Association, f.o.b. the packing house. Thereafter Sunkist shall market such
products fruit either in the form received or in manufactured form. Prod-
ucts grapefruit from Local Associations located in Arizona and products
oranges from Local Associations located in the Yuma area of Arizona are
excepted from the requirements of delivery to Sunkist.

9.4 Regulations Relating to Marketing Fresh Fruit—The following provisions
relate and are applicable with regard to the marketing of fresh fruit by Sunkist

:

(a) Reserved Rights—Except as provided in By-law No. 9.4 (f), each Local
Association reserves to itself the right to determine to what markets it shall
ship, where its fruit shall be sold, and, except at auction points, the price it

is willing to receive.

Each Local Association hereby delegates said reserved right to the District
Exchange with which it is affiliated; provided, however, that any Local
Association may at any time and from time to time terminate such delegation
and itself exercise said reserved right for such period of time as it may
deem proper, or redelegate said reserved right to such District Exchange.

(b) Quotas and Allocation—Sunkist may, by a .majority vote of the authorized
number of directors determine the maximum amount of fresh fruit to be
marketed currently and allocate the opportunity to ship equitably among
Local Associations

; provided, however, that said majority includes directors
representing eighty-five per cent (85%) of the volume marketed through
Sunkist, as shown by its records, of the variety (both fresh and products)
under consideration. Such allocation shall be binding upon District Ex-
changes and Local Associations.

(c) Contact with Buyers—District Exchanges and Local Associations shall not
solicit business from the trade or employ any solicitor or agent, or correspond
with any buyer for the purpose of promoting the sale of their fresh fruit.

All prices, quotations and allowances shall be issued and distributed solely

by Sunkist. Copies of correspondence with district managers in the markets
by any District Exchange must be sent to Sunkist ; and by any Local Associ-

ation to Sunkist and to the District Exchange with which it is affiliated.

District Exchanges shall be entitled to receive, upon request, copies of Sun-

kist correspondence relating to their fruit.

(d) Transportation

(1) Routing—Sunkist shall have authority to specify the route of all ship-

ments of fresh fruit. Any Local Association may at any time and from
time to time terminate such authority as to it or again give Sunkist such

authority. Sunkist shall be notified immediately in writing through the

District Exchange with which such Local Association is affiliated of any
such termination of such authority, and unless so notified Sunkist may
exercise the same.

(2) Facility—Sunkist may, by a majority vote of the authorized number of

directors, which majority shall include directors representing seventy-

five per cent (75%) of the volume marketed through Sunkist, as shown
by its records, of the variety (both fresh and products) under considera-

tion, determine the transportation facility—whether by rail, by water or

otherwise.

(3) Pooling of Charges—Transportation costs, including but not restricted to

costs of refrigeration and other protective services, incurred in connec-

tion with the movement of fresh fruit destined for points outside the

state of origin, may in the manner and to the extent determined by a
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majority vote of the authorized number of directors, which majority shall

include directors representing seventy-five per cent (75%) of the volume
marketed through Sunkist, as shown by its records, of the variety (both

fresh and products) under consideration, be pooled equitably in relation

to the different types of refrigeration and other protective services and
paid by charges or assessments levied and apportioned as the board of

directors may determine.

(e) Losses and Customer Claims—The only losses for which Sunkist shall be

responsible to District Exchanges or Local Associations are losses arising

from the financial failure or default of purchasers after having positively

accepted the fruit, which default is not due to complaint of the buyer con-

cerning the quality, condition or grade of the fruit. Such losses shall be
charged as a part of the general marketing expense and paid in the method,
amount and manner determined by the board of directors. In case of any
controversies with customers wherein, in the judgment of the board of di-

rectors, the collective interest of members is involved, the judgment of said

board as to settlement of such dispute shall be final and binding upon the

Local Association which furnished the fruit.

(f ) Pooling—Pools for fresh fruit may be established by the board of directors

on a varietal basis and may include fruit produced in or destined for any
particular geographical section, or fruit conforming or not conforming to

specified standards of quality and/or size of fruit for Government use.

Each Local Association shall have the right to determine whether or not

it will provide fruit for each such pool. Sales of fruit eligible for any such
pool shall not be made in competition with pool fruit. The rights reserved

under By-law No. 9.4 (a) shall be limited to the extent provided in this By-
law No. 9.4 (f ). Any pool so established shall be pursuant to a pooling plan

to be prescribed by the board of directors. Such plan shall specify the

conditions of eligibility of fruit, the methods of operation and all rules

and regulations in connection therewith, which shall include provision for

equitable allocation of the marketing opportunity among those desiring to

participate. Such pools may be established only by a majority vote of the

authorized number of directors, which majority must include directors rep-

resenting seventy-five per cent (75%) of the volume marketed through Sun-
kist, as shown by its records, of the variety or varieties (both fresh and
products) in the producing area under consideration.

(g) Obligation to Distribute Proceeds—All proceeds of sales of fresh fruit,

after deduction of freight and other charges directly allocable, and after

any deductions authorized pursuant to By-law No. 6.2, shall be remitted

to the appropriate District Exchanges and by them to the appropriate

Local Associations as rapidly as collection and accounting procedures

permit.

9.5 Regulations Relating to Marketing Products Fruit—The following provisions

relate and are applicable with regard to the marketing of products fruit by Sunkist

:

(a) Power and Control of Sunkist in Handling Products Fruit—Sunkist may
sell and market the products fruit of its members and other producers or

the products produced therefrom, pledge or otherwise hypothecate the same
or any part thereof, transfer title thereto, and collect and receipt for the

proceeds in its own name exclusively, or in the name of any subagent. No
member by virtue of having furnished any fruit shall exercise any control

over Sunkist with regard to either the processing or marketing of said fruit,

or the conduct of the business of Sunkist. in all of which matters Sunkist

may, in good faith, use its own discretion and judgment, free from any
direction by such member. The member shall not be directly liable under

any rules of agency on account of any contract, or contracts, made by Sun-

kist in carrying on its business of marketing products fruit.

(b) Pooling—Sunkist shall establish pools for the handling, processing and
marketing of all products fruit. Each products fruit pool shall include

such varieties or portions thereof as Sunkist may determine. Any pool so

established shall be pursuant to a pooling plan to be prescribed by the

board of directors.
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(c) Delivery of Fruit and Freight Regulation—Sunkist may establish, main-
tain, and enforce an inspection for quality, and reject such products fruit

as is not acceptable for products purposes, and may charge back freight

thereon to the shipper. Sunkist shall govern the collecting and assembling
of products fruit for shipment to Sunkist and may prorate shipments if

supply exceeds capacity of available facilities. Sunkist shall provide for

the equitable handling of freight charges on products fruit in order that no
shipper may be at a disadvantage by reason of his location with reference

to the location of the processing facilities of Sunkist.

(d) Obligation to Return Xet Proceeds—All proceeds of sales, less necessary
operating and marketing expenses, shall be returned to the persons entitled

thereto on the basis of the quantity or value of products fruit furnished.

Such proceeds shall be so returned as promptly as the collection thereof,

the financial position of Sunkist and accounting procedure may permit

;

provided, however, that any amounts assessed or deducted on the basis of

the quantity or value of fruit furnished as additions to reserves (other than
so-called valuation reserves, such as reserves for depreciation, bad debts,

etc., which in accordance with recognized accounting practices are deduc-
tions under Section 23 of the Internal Revenue Code of 1939) in any fiscal

year shall be apportioned on the books of Sunkist, to the persons con-

tributing thereto and an appropriate certificate or notice of such assess-

ment or deduction (including the dollar amount thereof) shall be issued

and delivered to each such person within the period specified by law fol-

lowing the close of each fiscal year.

9.6 Power Conferred by Statutes—Sunkist shall have and in its discretion may ex-

ercise on an equitable basis on behalf of District Exchanges and Local Associations
any and all powers relating to the marketing of fruit and products that Sunkist,

District Exchanges and Local Associations are or may be hereafter authorized by
state or federal statutes or by order or regulations based thereon to exercise. Any
Local Association or District Exchange may. as to it at any time and from time to

time, terminate the authority conferred upon Sunkist by this by-law or again give

such authority to Sunkist. Sunkist shall be notified immediately in writing of any
such termination of said authority, and unless so notified, Sunkist may exercise any
of the powers referred to in this by-law.

9.7 Warranty—Each Local Association and each District Exchange warrants to

Sunkist that it has the right to receive, pack and deliver for marketing and to mar-
ket through Sunkist all of the fruit which it may deliver. Each of said members
further warrants that said fruit and the disposition thereof shall comply with all

state and federal statutes and regulations applicable thereto.

9.8 Liquidated Damages for Member's Breach—In the event that any member
shall sell, market or dispose of any of the fruit that is to be marketed by or through

Sunkist under the provisions of these by-laws other than through the agency of

Sunkist, such act will injure Sunkist and its members in an amount that is, and will

be, impractical and extremely difficult to determine and fix. The said damages are,

therefore, fixed at fifty cents (50tf) per carton on all fresh fruit and fifty dollars

($50) per ton for all products fruit that is sold, marketed or disposed of contrary to

the provisions of these by-laws. The member so violating the by-laws agrees to pay,

and shall pay, said amount to Sunkist as liquidated damages, and in default of pay-

ment thereof to Sunkist upon demand, the same may be recovered in an action in any

court of competent jurisdiction in the name of Sunkist, in which case Sunkist shall

recover from the member in addition to said liquidated damages, all costs, pre-

miums for bonds, expenses and fees, including attorneys fees, in such action.

Revolving Fund
10.1 Revolving Fund Created—A fund, to be known as the "Sunkist Revolving

Fund", is hereby created for the purpose of furnishing an equitable basis, in accord-

ance with established cooperative practice, for acquiring capital to operate the busi-

ness of Sunkist with contributions related to the use of facilities provided and to

shipments of citrus fruit by the members and other patrons. Such revolving fund is

a continuation and consolidation of the three revolving funds (A, B and C), here-
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tofore maintained by Sunkist, and the revolving fund heretofore maintained by Ex-
change Lemon Products Company.

10.2 Outstanding Credits—Such revolving fund shall initially consist of the credits

and priorities outstanding, as of the beginning of the 1958-59 fiscal year, in said pre-

viously existing funds, as shown by the books and records of Sunkist and Ex-
change Lemon Products Company. All such credits and priorities presently allo-

cated to District Exchanges shall be reallocated to the appropriate Local Associations

and accounts hereafter shall be kept with the Local Associations with copies to the

appropriate District Exchanges.
10.3 Revolving Fund Rates—Additions to said revolving fund shall be made by

assessments or deductions, as determined by the board of directors from time to

time, on fruit marketed by or through Sunkist at the following rates

:

(a) Lemons—Two cents (2^) on each carton or equivalent of all lemons shipped
in fresh fruit channels and an amount to be determined by the board of di-

rectors from time to time on the basis of quantity or value of products

lemons, subject to a maximum of five dollars ($5.00) per net ton.

(b) Oranges and Grapefruit—One cent (ltf) on each carton or equivalent of all

oranges and grapefruit shipped in fresh fruit channels and fifty cents (50tf)

per net ton on products oranges and grapefruit, subject to a maximum of one
cent (1$) per carton or equivalent on all such fruit, fresh or products; and
an amount to be determined by the board of directors, from time to time,

as a percentage of the net sales value of orange and grapefruit products, sub-

ject to a maximum of seven and one-half per cent (7%%). "Net sales

value" as used herein means the amount (not reduced by the amount of

this assessment) determined from estimated final values established by the

board of directors for each pool for products oranges and grapefruit.

Subject to the maximum rates specified, the board of directors may change the fore-

going rates from time to time, but the maximum rates may be changed only by
amendment of these by-laws. Fruit exempted, pursuant to By-law No. 9.3(b) from
the requirement of delivery to Sunkist shall be exempt from the foregoing assess-

ments. Collections may be made through the District Exchanges but all credits

shall be entered in the accounts of the respective Local Associations.

10.4 Nature of Revolving Fund Credits—All such revolving fund credits shall

constitute indebtedness of Sunkist to the respective persons to whom credited, but
such indebtedness shall be paid solely upon the conditions and at the time and times
hereinafter provided. No interest shall be payable on any such credits. Such re-

volving fund credits shall be subordinated to all other indebtedness of Sunkist,

secured or unsecured, as provided in By-law No. 10.95.

10.5 No Segregation of Funds—The monies deducted or assessed for the revolving

fund may be commingled with and used for corporate purposes as other monies
belonging or coming to Sunkist are used. Nothing herein contained shall be deemed
to require that any specific monies or funds be segregated, or designated, or marked,
or set apart, or held for the revolving fund, nor shall the revolving fund be deemed
a trust fund held for the owners of revolving fund credits.

10.6 Losses Chargeable Against Credits—In the event Sunkist sustains a sub-

stantial loss, from any cause whatever, the board of directors may, in its sole discre-

tion, charge all or any part of said loss to any one or more of the following accounts

:

(a) Current operating expenses
;

(b) Revolving fund and/or other allocated reserve credits for the fiscal year
in which such loss was incurred or to which the loss was attributable

;

(c) All revolving fund and/or other allocated reserve credits for all years.

In the event said loss is charged to revolving fund or other allocated reserve credits,

the same shall be charged ratably and proportionally against all credits in the

varietal or other class charged. Notice of such charge against revolving fund or other

allocated reserve credits shall be given within the period specified by law after the

close of the fiscal year in which such loss is charged, to the persons in whose names
the credits stand on the books of Sunkist. Anything in these by-laws to the contrary

notwithstanding, there shall be payable in respect to revolving fund and other

allocated reserve credits only the difference between the amount of the credit

originally entered and the portion of such loss charged thereto.
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The board of directors shall have the power to determine when a substantial loss

has occurred, and its determination shall be conclusive. In making such determina-

tion, the board may consider among other factors, losses from bank suspensions,

uncollected accounts, fire, explosion, accident or other calamity, unforeseen market-
ing conditions, excessive or high manufacturing, operating or overhead costs due to

crop failure or below normal production, inadequate depreciation charges, and
unusual or unforeseen expenses, including taxes, assessments, fines, penalties and
claims arising under any present or future law.

10.7 Revolving Fund Statement—Within the period specified by law after the
close of each fiscal year, Sunkist shall furnish each patron of Sunkist during said
fiscal year with a statement showing the dollar amount of revolving fund credits

standing on the books of Sunkist in the name of such patron and the amount thereof
which accrued during said fiscal year. In the event of a loss chargeable against
revolving fund credits pursuant to By-law No. 10.6, the same shall be reflected on
the revolving fund statement, which shall be furnished to all holders of revolving
fund credits affected by such loss, whether or not they were patrons during said
fiscal year.

10.8 Assignment or Transfer—Revolving fund credits may be assigned or trans-

ferred at any time by execution of a written assignment thereof, on a form to be
provided by Sunkist, and delivery thereof to the secretary of Sunkist

; provided,

however, that no such transfer shall be complete until entered upon the books of

Sunkist.

10.9 Redemption—When the aggregate of all outstanding unpaid credits of the

revolving fund equals $17,000,000, or at such earlier time as the board of directors

may determine, subsequent additions shall be used to revolve out or redeem the oldest

unpaid revolving fund credits. All such credits from the same fiscal year shall have
the same priority and if funds available are insufficient to pay all credits for a given

fiscal year, a pro rata payment may be made against all credits for that year or

payment may be deferred until funds are available to pay in full all credits for such

year.

10.95 Payment on Dissolution—In the event of dissolution or liquidation of Sun-
kist, all unpaid revolving fund and other allocated reserve credits shall be deemed
due without regard to priority of revolution, but shall not be paid in any part until

all other indebtedness of Sunkist has been paid or adequately provided for. In the

event funds are insufficient to cover all such credits and reserves, payment of re-

volving fund and other allocated reserve credits shall be on a pro rata basis.

Miscellaneous

11.1 Principal Office—The principal office for the transaction of business of Sun-

kist is hereby fixed and located at 707 West Fifth Street, Los Angeles, California.

11.2 Method of Giving Notices—Whenever in these by-laws notice is required to be

given it may be given by one (1) or more of the following methods

:

( a ) Delivered personally ; or

(b) Written notice either deposited in the mails postage prepaid or sent by

telegraph, addressed to the residence or place of business of the member or

director, as the same shall appear on the books of Sunkist.

11.3 Effect of Holiday—If the time designated herein for any meeting should fall

upon a legal holiday, then any such meeting shall be cancelled unless another date

is fixed by the board of directors and notice thereof given in the manner provided

for a special meeting.

11.4 Indemnity—District Exchanges and Local Associations shall severally indem-

nify and save Sunkist harmless against all loss, damage, injury, liability, cost and/or

expense of whatsoever nature suffered or to be suffered by Sunkist by reasons of any

claim or claims asserted or made to or against Sunkist by reason of any act of

commission or omission of such member.

11.5 Fiscal Year—The fiscal year of Sunkist extends from November 1 to October 31

following.

11.6 Seal—The board of directors shall provide a suitable seal containing the name

555391 O—60- 8
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of Simkist. the date of its incorporation and other appropriate words, and may alter

the same at pleasure.

11.7 Amendments—These by-laws may be amended or repealed or new by-laws

adopted as follows

:

(a) By vote or written assent of members entitled to exercise two-thirds (%)
of the voting power, except that an amendment or repeal of the following

by-laws shall require the greater percentages of such voting power, as
follows

:

By-law Percentage
X umber Required

9.4(d)(2) (Transportation—Facility) 75

9.4(d)(3) (Transportation—Pooling of Charges) 75

9.4(f) (Pooling) 75

7.1 (Products Executive Committee) 80

9.4(b) (Quotas and Allocation) 85

9.4(a) (Reserved Rights) 90

11.7 ( Amendments | 90

or

(b) By vote of two-thirds ( %) of the authorized number of directors : except that

the board may not amend By-laws Xo. 3.1. 3.2. 3.3. or 3.5 ( relating to voting

rights of members) , 5.1 or 5.2 (relating to number, qualification and selection

of directors) except that the board may amend By-law Xo. 5.1 solely for the

purpose of establishing the exact authorized number of directors within the

limits therein prescribed, such exact authorized number to be computed solely

in accordance with the formula contained in By-law No. 5.2 : or any of the

by-laws specified in By-law Xo. 11.7(a) as requiring a percentage of voting

power greater than two-thirds (%) : provided, however, that the power of

the board of directors to adopt, amend or repeal by-laws may be revoked at

any time by vote or written assent of Local Association members entitled

to exercise a majority of the voting power.

11.8 Effective Date of By-laws—The effective date of these by-laws is and shall be

1958, and all by-laws heretofore adopted are hereby repealed and superseded by
these by-laws.

Sunkist Growers, Inc. Rules and Regulations Governing
Fruit Packed under the Trade-Marks Sunkist and Red Ball

and Non-Advertised Brands

October 21, 1959

Grades

(1) Compliance with Federal and
state Laics: Xo fruit—oranges, grape-

fruit or lemons—will lie handled by the

Sunkist Growers under any brand or

grade, or at all. unless the same shall in

all respects conform to the laws of the

State of California or the State of Ari-

zona, and. if the sale is made in Inter-

state Commerce, to Federal laws and to

the laws of the place where the fruit is

sold. The Field Department shall inspect

all grades of citrus fruits shipped through
the Sunkist Growers and shall in every

way endeavor to make uniform the en-

forcement of the laws concerning the

shipment of California or Arizona citrus

fruits.

Oranges

(2) Grade Specifications for "Sunkist"

:

Oranges packed under the trade-mark

Sunkist shall be mature; of one variety:

of good eating quality and flavor ; of good

juice content : well grown specimens of

normal form, picked from the tree : of

good color for the variety : of good tex-

ture : practically free from scale or other

insect pests, fungus diseases, splits, or

defects of any kind that cause fruit to

decay. The following classes of fruit

shall he excluded : rough, coarse, more
than slightly puffed, more than slightly

scarred, more than slightly sunburned

:

misshapen fruit : dirty fruit unattractive

to the consumer : fruit showing effects of

frost or which cuts dry for any reason ;
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immature fruit ; fruit insipid in flavor
;

fruit deficient in juice content ; and fruit

green or very pale in color. Soft fruit

or fruit showing marked evidence of

aging or shriveling shall be excluded.

Fruit of extra good texture and color may
properly carry more scars than fruit pos-

sessing only the minimum of color and
texture required under "Sunkist." Or-

anges packed under the trade-mark Sun-

kist shall not vary more than 5 percent

below foregoing specifications except that

decay within this tolerance shall not ex-

ceed 1 percent.

(3) Grade Specifications for "Red
Ball": Oranges packed under the trade-

mark Red Ball shall be mature; of one

variety; of good eating quality and fla-

vor ; of good juice content ; well grown
specimens of fair form, picked from the

tree ; of fair color for the variety ; of fair

texture ; practically free from insect pests

(other than scale), fungus diseases,

splits, or defects of any kind that cause

fruit to decay. The following classes of

fruit shall be excluded : very rough, very
coarse, badly sunburned, badly scarred,

badly puffed
;
very scaly or very dirty

fruit ; fruit showing effects of frost or

which cuts dry for any reason ; immature
fruit ; fruit insipid in flavor ; fruit defi-

cient in juice content ; and fruit very

green in color. Soft fruit or fruit show-
ing marked evidence of aging or shrivel-

ing shall be excluded. Fruit of extra

good texture and color may properly

carry more scars than fruit possessing

only the minimum of texture and color

required under "Red Ball." Oranges
packed under the trade-mark Red Ball

shall not vary more than 5 percent below
foregoing specifications with the follow-

ing exceptions : Decay within this toler-

ance shall not exceed 1 percent ; as to

fruit showing effects of frost or which
cuts dry for any reason, the total toler-

ance shall be 10 percent, but not more
than half of this tolerance shall be al-

lowed for serious drying or freezing dam-
age as defined in the State Agricultural
Code.

(4) Maturity of Valencia Oranges: In
addition to the 8 to 1 maturity test,

Valencia oranges to be eligible for ship-

ment under the trade-marks Sunkist and
Red Ball must have a Brix reading of not
less than 9.0.

(5) Storage Limitation of Oranges:
Oranges, subject to all other regulations
as to inspection, etc., shall not be shipped

or sold under the trade-mark Sunkist if

they have been off the trees more than 28

days, except that, after the following

dates—January 1 on Central-Northern
California and Arizona navels ; March 1

on Southern California navels and mis-

cellaneous, and Arizona Valencias and
miscellaneous ; June 15 on Central-North-

ern California Valencias ; and August 1

on Southern California Valencias—the
storage limitation shall be 21 days.

In the interest of uniform enforcement
it is understood that each shipper must
furnish the Field Department accurate
and positive information of the date fruit

has been picked ; and further, that all

containers being handled through pre-

cooler or other cold storage rooms must
be marked with a code or date indicating

the date picked or packed. Failure to

comply with these requirements will dis-

qualify all fruit concerned from sale or

shipment under the Sunkist trade-mark.

It is further understood that Sales and
Field departments are granted authority

to make equitable adjustments on fruit

picked during the first 30 days of any
varietal season in any area when during
that period domestic prorate allotments

have not been sufficient to permit ship-

ment of sizes not wanted in export mar-
kets.

Grapefruit

(6) Grade Specifications for "Sunkist"

:

Grapefruit packed under the trade-mark
Sunkist shall be mature; of good eating

quality and flavor ; of good juice content

;

well grown specimens of normal form,

picked from the tree ; of good color for

the variety ; of good texture
;
practically

free from scale or other insect pests,

fungus diseases, or defects of any kind

that cause fruit to decay. The following

classes of fruit shall be excluded : rough,

coarse, more than slightly scarred, more
than slightly sunburned

;
misshapen

fruit ; off-colored ;
soft, spongy fruit

;

dirty fruit unattractive to the consumer

;

fruit showing effects of frost or which
cuts dry for any reason

;
pear-shaped

fruit ; fruit having rind of more than

medium thickness ; immature fruit ; fruit

with off-flavor or fruit deficient in juice

content. Fruit of extra good texture and
color may properly carry more scars than

fruit possessing only the minimum of tex-

ture and color required for "Sunkist."

Grapefruit packed under the trade-mark

Sunkist shall not vary more than 5 per-
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cent below foregoing specifications except

that decay within this tolerance shall not

exceed 1 percent.

(7) Grade Specifications for "Red
Ball": Grapefruit packed under the trade-

mark Red Ball shall be mature; of good
eating quality and flavor ; of good juice

content ; well grown specimens of fair

form, picked from the tree ; of fair color

for the variety ; of fair texture
;
practi-

cally free from insect pests (other than
scale) and fungus diseases, or defects of

any kind that cause fruit to decay. The
following classes of fruit shall be ex-

cluded : very rough, very coarse, very

thick skinned
;
very soft, very spongy,

very scaly, very dirty ;
badly sunburned

;

badly off-colored
;
badly scarred; badly

misshapen ; fruit showing effects of frost

or which cuts dry for any reason ; imma-
ture fruit ; off-flavored fruit ; and fruit

deficient in juice content. Fruit of extra

good texture and color may properly carry

more scars than fruit possessing only the

minimum of color and texture required

under "Red Ball." Grapefruit packed
under the trade-mark Red Ball shall not

vary more than 5 percent below foregoing

specifications with the following excep-

tions : Decay within this tolerance shall

not exceed 1 percent ; as to fruit showing
effects of frost or which cuts dry for any
reason, the total tolerance shall be 10 per-

cent, but not more than half of this toler-

ance shall be allowed for serious drying

or freezing damage as defined in the State

Agricultural Code.

(8) Method of Extracting Juice for

Testing Grapefruit for Maturity: The
juice used for making maturity tests for

grapefruit to be packed under the trade-

marks Sunkist and Red Ball must be ex-

tracted with a reamer.

(9) Thickness of Rind in Grapefruit:
The thickness of the rind in grapefruit

packed under the trade-mark Sunkist

shall not exceed the following average
thicknesses :

7
/i6 of an inch on sizes 48s

and smaller, y2 of an inch sizes 40s to 27s,

and %<; of an inch sizes 23s and larger.

The thickness of the rind in grapefruit

packed under the trade-mark Red Ball

shall not exceed the following average
thicknesses : V> of an inch sizes 48s and
smaller, %$ of an inch sizes 40s to 27s,

and 10
/ig of an inch sizes 23s and larger.

The average thickness shall be deter-

mined by measurement of the rind from
midway of the outer edge of the segments
after a transverse cut has beta made
through the center.

Lemons

(10) Grade Specifications for "Sun-
kist": Lemons packed under the trade-

mark Sunkist shall be well grown speci-

mens of normal form, picked from the

tree ; of good juice content ; of good uni-

form color; of good texture; practically

free from scale, other insect pests, fungus
diseases, red blotch, membranous stain,

peteca, or defects of any kind that cause
fruit to decay. The following classes of

fruit shall be excluded : Fruit with ab-

normally long necks ; fruit more than
slightly sunburned, or more than slightly

green in color
;
rough, coarse fruit ; fruit

with deep or dark scars
;
dirty fruit un-

attractive to the consumer ; fruit more
than slightly spongy or with more than
slightly hollow core ; fruit affected with
internal decline ; fruit showing effects of

frost or which cuts dry for any reason

;

very immature fruit, or fruit deficient in

juice content ; aged fruit for its class or

color; fruit with dark buttons except

fruit of good vitality that has been forced

into color ; and fruit from lots showing
heavy decay out of storage. Lemons
packed under the trade-mark Sunkist

shall not vary more than 5 percent below
the foregoing specifications except that

Alternaria and other decay within this

tolerance shall not exceed 1 percent.

Provided further, that lemons for export,

other than to Canada, may be packed
under the trade-mark Sunkist while still

green in color.

(11) Grade Specifications for "Red
Ball": Lemons packed under the trade-

mark Red Ball shall be well grown spec-

imens of fair form, picked from the tree

;

of good juice content : of fairly uniform

color ; of fair texture ; practically free

from insect pests (other than scale),

fungus diseases, or defects of any kind

that cause fruit to decay. The following

classes of fruit shall be excluded : Fruit

more than slightly sunburned which af-

fects the juice content or with more than

slight membranous stain ; very green in

color ;
very rough, very coarse, badly

scarred, very dirty and very scaly fruit,

very spongy or badly hollow core fruit;

fruit affected with internal decline ; fruit

showing effects of frost, or which cuts

dry for any reason ; very immature fruit

or fruit deficient in juice content ; aged

fruit for its class or color ; fruit with

dark buttons except fruit of good vitality

that has been forced into color ; and fruit

from lots showing heavy decay out of
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storage. Lemons packed under the trade-

mark Red Ball shall not vary more than

5 percent below the foregoing specifica-

tions except that Alternaria and other

decay within this tolerance shall not ex-

ceed 1 percent. As to fruit showing ef-

fects of frost, sunburn, internal decline,

or which cuts dry for any reason, the

total tolerance shall be 10 percent, but

not more than half of this tolerance shall

be allowed for serious drying or freezing

damage as defined in the State Agricul-

tural Code. Provided further, that lem-

ons for export, other than to Canada, may
be packed under the trade-mark Red Ball

while still green in color.

(12) Tolerance for Indications of Al-

ternaria Development in Lemons: Lem-
ons showing indications of the develop-

ment of Alternaria appearing as a

staining of the tissue (on a cross cut),

under the button, in the core, or in the

fibrovascular bundles, shall not be shipped

under the trade-marks Sunkist or Red
Ball. A maximum tolerance of 5 percent

shall be allowed for indications of Alter-

naria development including the 1 per-

cent allowable for Alternaria decay.

(13) Minimum Juice Content of Lem-
ons: Lemons shipped under the trade-

marks Sunkist and Red Ball shall have
a minimum juice content of 30 percent

by volume. The determination is made
as follows : The volume of a representa-

tive sample of at least twelve lemons
from the packing bin to be measured by
water displacement into a graduate. The
juice is then extracted by reaming,

screened by pressing through cheesecloth,

and its volume measured in the graduate.

The percent of juice by volume is found
simply by dividing the juice volume by the

fruit volume and multiplying by 100. Ex-
port lemons, except to Canada, shall be

excluded from this requirement.

(14) Storage Limitation on Lemons:
Xo lemons shall be eligible for shipment
under the trade-marks Sunkist and Red
Ball that have been in storage longer

than six and one-half months.

All Varieties

(15) Liners—"Sunkist" and "Red
Ball": Liners are the minimum for the

grade specified after the tolerance has
been removed, whether '"Sunkist" or "Red
Ball." There shall be permitted only 15

percent of liners in a grade that carries

the full 5 percent tolerance for errors ; 20

percent of liners in a grade that carries

not to exceed 2% percent tolerance for

errors ; and a maximum of 25 percent of

liners in a grade that carries no tolerance
for errors ; in the latter case any toler-

ance for errors in grading must come
within the 25 percent and not in addition
thereto.

(16) Mixing Fruit Prohibited: It shall

be contrary to these regulations to blend
or mix lots of fruit being packed under
the trade-marks Sunkist and Red Ball
where any one lot, if graded alone, would
not comply with the minimum require-

ments of the specifications for "Sunkist"
and "Red Ball."

(17) Policy Relative to Keeping Qual-
ity and Condition of Fruit: It is implied
in the above grade specifications that
fruit packed under the trade-marks Sun-
kist and Red Ball shall have reasonable
keeping quality and be in such condition

as to give satisfaction under normal
conditions of handling and distribution.

(18) Tolerance for Defects that De-
velop in Transit: The tolerance for fruit

under "Sunkist" and "Red Ball" on de-

fects that develop in transit, such as

pronounced scalding, pitting, or aging,
granulation, Alternaria or other interior

decays, shall be 10 percent. (Xote: Blue
or green mold or brown rot developing in

transit does not come under this regula-

tion. )

(19) Use of the Trade-marks Sunkist
and Red Ball: The trade-marks Sunkist
and Red Ball shall be used only on fruit

packed in the regular manner in standard
boxes or on fruit placed in bags

;
except

that, oranges, grapefruit and lemons
stamped "Sunkist" or "Red Ball" may be
sold in loose form in the states of Cali-

fornia and Arizona.

(20) Grade Specifications for "Extra
Choice" "Orchard Run" and "Choice":

Extra Choice Grade—Oranges, grapefruit

or lemons packed under brands listed in

the Sunkist Growers brand list and/or
manifested as "Extra Choice" shall meet
specifications for "Sunkist" as to exterior

defects, except that the tolerance shall be

20 percent instead of 5 percent, by count,

of which not over one-fourth (or 5 per-

cent) shall be below specifications for

"Red Ball" as to exterior defects. As to

interior defects and decay, the minimum
requirements of the State Agricultural

Code shall apply.

Orchard Run Grade—Oranges, grape-

fruit or lemons packed under brands

listed in the Sunkist Growers brand list
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and/or manifested as "Orchard Run"
shall meet specifications for "Sunkist"

as to exterior defects, except that the

tolerance shall be 50 percent instead of

5 percent, by count, of which not over

one-tenth (or 5 percent) shall be below

specifications for '"Red Ball" as to ex-

terior defects. As to interior defects"

and decay, the minimum requirements of

the State Agricultural Code shall apply.

Choice Grade—Oranges, grapefruit or

lemons packed under brands listed in the

Sunkist Growers brand list and/or mani-

fested as ''Choice" shall meet specifica-

tions for "Red Ball" as to exterior de-

fects, except that the tolerance shall be

10 percent instead of 5 percent, by count.

As to interior defects and decay, the

minimum requirements of the State

Agricultural Code shall apply.

(21) Registration of Brands: All

brands being shipped through Sunkist

Growers shall be listed in the Sunkist

Growers brand list with their proper

grade designation.

The grade designation shall remain in

effect until changed, authority for such

change to be secured from the Executive

Department.

(22) Bags for Oranges, Grapefruit and
Lemons: The use of bags for oranges,

grapefruit and lemons is to be handled
under rules set up by the Field Depart-

ment, Advertising Department and Sales

Department jointly. Rules and regula-

tions have been given in circulars sent

out by the Field Department and will be

withdrawn, modified, or supplemented by
circulars in case of change. Current
rules and regulations governing the use

of Sunkist and Red Ball trade-marks on

bags are defined under the property right

regulations.

(23) Enforcement of Grade Regula-

tions: The Field Department of Sunkist

Growers is charged with the enforcement
of grade regulations and shall determine
whether the fruit complies with the grade
specifications, and furthermore, shall be

charged with authority to cause the pack-

ing of fruit under these grades to cease

immediately when the grade is in

question.

In addition to inspection of fruit at

time of packing, the fruit shall be subject

to reinspection before and/or at the time
of shipment, to determine the fitness of

such fruit for shipment and marketing
under the respective grades.

The Field Department furthermore is

charged with the authority to compel re-

packing or reconditioning of the fruit in

case it is not up to grade specifications.

If any member of the Field Department
finds fruit that in his opinion is below
the specifications adopted, he shall im-
mediately take up the matter with the
shipper or manager of the association.

If they cannot agree, then the manager
of the district exchange and the super-

vising inspector shall be called into con-

sultation. In case these cannot agree, the
manager of the Field Department shall be
called in, and his decision shall be final.

It is understood, of course, that if any
shipper feels the manager of the Field

Department has erred in his judgment, he
may properly bring the matter before the

management of Sunkist Growers.

(24) Method of Procedure at Shipping
Point Where Fruit Is Found To Be Below
Grade Specifications: The Field Depart-
ment inspector has the full responsibility

of definitely ascertaining the disposition

of the fruit ordered repacked or recon-

ditioned. Upon finding in any packing
house fruit that has to be ordered re-

packed or reconditioned he shall make an
immediate and separate report to the

Field Department, on a form provided for

this purpose, of the number of boxes
ordered repacked, reconditioned, or sent

to by-products, giving date and reasons

for action taken.

This report shall be signed by the man-
ager or the foreman of the packing house
involved. A carbon copy of this report

shall be retained by the inspector, to be

sent in later advising the results of the

reconditioning as well as the final dispo-

sition of all fruit involved in the first

report.

The shipper shall be required to recon-

dition the lot before shipment in such a

manner as to segregate the fruit eligible

for the grade in question from that which
is not. The fruit segregated as passing

the specifications for the grade in ques-

tion shall be submitted for reinsi>ection

before shipment. The fruit segregated

falling below specifications for "Sunkist"

or "Red Ball" and which is trade-marked
shall not be permitted to be sold or dis-

tributed as fresh fruit and may be utilized

for by-product purposes only, in accord-

ance with directions given by the Field

Department inspector.

(2.1) Method of Procedure in the Mar-

kets Where Fruit Is Found To Be Below

Grade Specifications: Whenever a car of

110



citrus fruit packed under the trade-marks

Sunkist or Red Ball arrives in any mar-

ket and is reported by the insx>ector as

falling below the foregoing specifications,

the fruit in at least twenty-five boxes of

each brand shall be thoroughly examined
personally by the district manager before

the car is unloaded and a detailed record

kept on each of the twenty-five boxes ex-

amined. In case the fruit shows evidence

of tree frost injury, granulation, or which

cuts dry for any reason, at least one

hundred fruits, taken equally and blindly

from the twenty-five boxes, shall be cut

for inspection and results recorded ac-

cording to photos furnished with the in-

struction book. If the examination con-

firms the inspector's report, the district

manager shall confer with his division

manager as to the results of the inspec-

tion. Then the division manager, through

the Los Angeles office, shall advise the

shipper of the brands of fruit that are

below the specifications, and the shipper

shall then direct disposal of the car in

accordance with the following options

:

1. Sell the fruit for by-product pur-

poses under the safeguards established by
Sunkist Growers.

2. Return the car to shipping point in

California for reconditioning under the

supervision of the Field Department.
3. Divert the car to Boston for recondi-

tioning under the supervision of Sunkist

Growers.
4. Divert the car to Boston for cancel-

lation of the trade-marks Sunkist or Red
Ball. Cancellation of the trade-marks

Sunkist or Red Ball shall be effected by
means of imprinting the fruit with the
supplementary mark "Void" which shall

be placed across the trade-marks Sunkist
or Red Ball. The word shall be in capital
letters of a size %e of an inch high and a
total length of 1 inch. The color of the
letters shall be in red.

(26) Penalties for Violating Regular
Hons for "Sunkist" and "Red Ball": In
cases if willful or persistent violation by
any association or shipper of the rules

and regulations governing fruit packed
under the trade-marks Sunkist and Red
Ball, the Field Department shall place an
inspector in the packing house to super-

vise the grading of fruit being packed
under the trade-marks Sunkist and Red
Ball for a period up to 30 days, at the ex-

pense of the association or shipper vio-

lating the regulations. Any association

or shipper refusing to pay the salary or

other expenses in connection with the

maintenance of such inspector for the
period above defined shall be denied the

use of the trade-marks Sunkist and Red
Ball until such indebtedness is paid.

It^is further provided that it is the

policy of Sunkist Growers, as owner of

the trade-marks Sunkist and Red Ball,

that in case of the continued persistent

misgrading of fruit for shipment under
these trade-marks, Sunkist Growers will

not distribute any fruit of such associa-

tion under these trade-marks and all

shippers, division managers, district man-
agers, and the Advertising Department
shall be notified to such effect.

Rules and Regulations Regarding the Use of the

Trade-Marks Sunkist and Red Ball on Citrus Fruit

Property Right

The trade-marks Sunkist and Red Ball

are the property of the Sunkist Growers.
The right to use these trade-marks by
shippers who market their fruit through
the facilities provided by Sunkist is de-

pendent on the shippers' conforming to

the rules and regulations concerning the

grading and packing of the fruit as de-

fined by the Board of Directors of the

Sunkist Growers.
Placing or using of the trade-mark Sun-

kist or Red Ball upon or adjacent to, and
with reference to. any buildings, prem-
ises, or other property, or upon the letter-

heads of any district exchange, associa-

tion, or grower affiliated therewith, shall

be done only with the permission of the

Sunkist Growers and as authorized by
the Board of Directors thereof and for

the purpose solely of calling attention to

the fact of such affiliation, and shall not

create in said district exchange, associa-

tion, or grower, or any of thern, any prop-

erty right in either of said trade-marks

and shall not give or be deemed to give to

said district exchange, association, or

grower either the right to continue such

use of said trade-marks or the right to

make any other use thereof.

The Advertising Department of the
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Sunkist Growers is charged with the re-

sponsibility of interpreting the following

regulations as pertain to the application

of the trade-marks Sunkist and Red Ball

to the fruit or package, subject to review

by the Executive Office in event of dis-

agreement.

Proofs of all new label designs must
be submitted by the association using

such design for final approval of the Ad-

vertising Department of the Sunkist

Growers before production is authorized

of material carrying the trade-mark Sun-

kist or Red Ball.

Design

The uniform design for displaying the

trade-mark Sunkist shall consist of the

word "Sunkist" printed in Beton bold

type, with capital "S" ; balance of letters,

lower case.

The uniform design for displaying the

trade-mark Red Ball shall consist of the

word "Red Ball" printed in Beton bold

type with capital "R" and "B" ; balance

of letters in lower case.

Trade-Marking Oranges

Oranges otherwise identified as "Sun-

kist" on the package, label, or wrap must
carry "Sunkist" on the skin. The term

"oranges" shall not include tangerines,

mandarins, Satsumas and other loose-

skinned varieties. The trade-mark Sun-

kist, when stamped on oranges, shall con-

form to the following specifications :

1. The stamping of association brands

or other marks shall not be permitted on
oranges carrying the imprint "Sunkist."

2. The imprint authorized for "Sun-

kist" on oranges shall be of uniform de-

sign and color, and of a size not exceed-

ing %6 of an inch as the height of lower

case letters and a total length not ex-

ceeding 1^4 inches. The mark recom-

mended for use as a master die of the

Electric Fruit Marking Machine is 1 inch

long and %2 of an inch for the lower case

letters.

3. The authorized mark on oranges

shall be in solid letters of the type known
as "Cheltenham" and the color shall be

dark purple.

Trade-Marking Grapefruit

The trade-mark Sunkist may be

stamped on grapefruit conforming to

grade specifications for "Sunkist." The

imprint authorized for "Sunkist" on
grapefruit shall be in solid letters of the
type known as "Cheltenham" of a size not
exceeding y± of an inch as the height of

lower case letters and a total length not
exceeding 1% inches. Color shall be pur-

ple or green. The stamping of association

brands or other marks shall not be per-

mitted on grapefruit carrying the imprint
"Sunkist."

Trade-Marking Lemons

The trade-mark Sunkist may be

stamped on lemons conforming to grade
specifications for "Sunkist." The imprint

authorized for "Sunkist" on lemons shall

be in solid letters of the type known as

"Cheltenham" of a size not exceeding %6
of an inch as the height of lower case
letters and a total length not exceeding
l 1

/^ inches. The stamping of association

brands or other marks shall not be per-

mitted on lemons carrying the imprint

"Sunkist." The color of the stamp shall

be green.

Trade-Marks on Labels

The trade-mark Sunkist may be used
on the labels (either separate labels on
wood boxes or labels printed directly on
end of cartons) of all brands packed un-

der grades conforming to regulations

established for "Sunkist." The privilege

of identifying the private brand of the

association as of grade for "Sunkist" and

of having fulfilled all of the requirements

of the regulations is granted by Sunkist

Growers in the nature of a seal of ap-

proval upon that package.

Consumer-Size Bag Regulations

1. Size of Bags: The various sizes of

bags for oranges, lemons and grapefruit

shall be determined jointly by the Sales,

Advertising and Field departments.

2. Design

a. Sunkist Trade-Marked Fruit:

Oranges and Lemons: Only approved

Sunkist trade-marked bags shall be used

for Sunkist trade-marked oranges and

lemons when packed by shippers.

These will be the "A" bag, the official

stock Sunkist bag; "B" bag, carrying a

standard Sunkist panel identification

when a customer's trade-mark is used.

Specifications as to wording, size and

type of letters, and color combinations
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shall be established by the Advertising

Department and furnished manufacturers

by Fruit Growers Supply Company.
Grapefru it: S u n k i s t trade-marked

grapefruit may be packed in consumer-

size bags showing the house label or

buyer's trade-mark, but the bag must
carry a panel or circle designating the

contents as Sunkist and must be approved
by the Sales and Advertising depart-

ments. A stock Sunkist grapefruit "A"
bag will be established under the same
regulations as apply to Sunkist orange
and lemon bags.

b. Non-Sunkist Fruit (All Varieties):

Other brands may be used on bags con-

taining other than Sunkist trade-marked

fruit, but each design must be submitted

for approval of Sales and Advertising

departments.

3. Shipper's Identification: All Sunkist

"A" bags must bear either the name and
location of the district exchange or indi-

vidual shipper that packed the fruit, or

the legend "Marketed by Sunkist Grow-
ers, Main Office, Los Angeles, California."

All other bags must bear either this leg-

end, or the name and address of the

shipper or buyer sufficient to permit ready

identification.

4. Master Containers: Fibreboard mas-

ter containers for polyethylene bags must
show shipper's identification and the fruit

size. No other markings are required,

but printing of shipper labels, Sunkist or

other side panels is permissive. Those
containing oranges must be of kraft color.

Shippers should use a master container

of a size and construction approved by

the Field Department.

5. Basis for Conversion for Assess-

ments and Records: All shipments in bags

will be converted to packed equivalent

cartons, the basis for each size of bag
for each variety to be established by the

Treasurer. All shipments in bags shall

be considered as packed fruit.

Wrapper Regulations

The relatively small volume of fruit of

any variety packed in tissue wraps is

mostly packed in Sunkist wraps or

"stock" wraps already produced. It is

permissible to use "stock" wraps on "Sun-
kist" grade fruit when this is acceptable
to buyer.

Special Regulation

Material promoting, publicizing or de-

scribing processes, materials, supplies,

services or any other project or product
shall not be inserted in, imprinted on or

made a part of any package, of any grade
or variety of fruit, except on the shipper's

label or tag affixed or attached to such
package. Reference or notice on labels

or tags shall be made without supporting
copy or claims and shall be subject to

approval of Sunkist Growers.
The only exception to this regulation is

material required by Federal or State

regulatory' agencies.

Container Regulations

The use of the trade-mark "Sunkist" on
fibreboard cartons is fully covered in bul-

letins which have been furnished to all

Sunkist associations, district exchanges
and field personnel by Sunkist Growers,
and to carton manufacturers by the Fruit
Growers Supply Company.
These bulletins give full details of size

of type, colors for each variety and place-

ment of the trade-mark and all other copy
on cartons.

As provided in these bulletins, before

the printing of any new label design or

redesign of an existing label, proof shall

be sent to Fruit Growers Supply Com-
pany for submission and approval of Sun-
kist Growers.

A more complete and standardized set

of regulations will be prepared, under the

title, "Color and Printing Guide for Fibre-

board Cartons," and copies will be fur-

nished to all concerned.
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Sunkist Growers, Inc. Application for Membership

The undersigned hereby applies for membership in Sunkist Growers, Inc., a Cali-

. ,. \ as a Local Association member]
forma nonprofit cooperative marketing corporation

<

as a District Exchange member)
and hereby assents to, adopts, approves, agrees to be bound by, and ratifies as
and for the articles of incorporation and by-laws of Sunkist, all of those provisions

set forth and contained in the printed booklet to which this membership application

is, or was, attached, together with all amendments thereto, if any there be, and any
amendments hereafter adopted. Receipt of a copy of said printed booklet is hereby
acknowledged.
This application, when accepted by Sunkist Growers, Inc.. shall constitute the

membership contract (specified in By-law No. 2.5) between applicant and Sunkist

J
Local Association and District Exchange with which applicant is affiliated 1

[
District Exchange and Local Associations affiliated with applicant

and between applicant for the benefit of all such parties, and for the benefit of each
and every other member of Sunkist.

Said membership contract shall be and continue in effect until terminated as
hereinafter provided but in no event for a longer period of time than is now or may
hereafter be permitted by law :

(1) As provided for in By-law No. 2.7(a) or (b) or 2.8; or

(2) By delivery of written notice mailed during the last fifteen days of September
of any year, such notice to be effective October 31 of such year, as follows :

(a) By any Local Association to the District Exchange with which it is affiliated

and to Sunkist

;

(b) By District Exchange to Local Association affiliated with it, and to Sunkist,
in which event the Sunkist membership of such Local Association shall

remain in full force and effect
;
provided, however, that said Local Associa-

tion's membership may be terminated by notice to Sunkist or by Sunkist to

said Local Association within ten (10) days after the receipt of the notice

from the District Exchange. In the event the Local Association's member-
ship remains in effect, such Local Association shall be affiliated with and
market its fruit through another District Exchange ; or

(c) By any District Exchange to Sunkist, in which event the Sunkist member-
ship of the Local Association affiliated with such District Exchange shall

remain in full force and effect, unless such Local Associations give the

notice of termination herein specified. Each such Local Association shall be

affiliated with and market its fruit through another District Exchange

;

(d) By Sunkist to a District Exchange or to a Local Association.

Dated
Applicant

By
[Seal] Address

The foregoing application is thereby accepted this

day of , 19

Sunkist Growers, Inc.

[Seal] By
Secretary
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Appendix table 7.

—

Citrus fruit production in specified countries, average
1935-39 and 1950-54, annual 1956-58 1

Oranges, including tangerines

Averages
Area 1956 1957 2 1958 2

1935-39 1950-54

North America 1,000 boxes
Mexico 4, 761 17, 298 19, 688 20, 700 19, 530
United States 67, 034 127, 195 136, 705 111, 200 133, 000
.British. Honduras (

3
) 29 105 192 350

Cuba 1, 050 1, 660 2, 400 2, 500 2, 250
Dominican Republic 401 577 861 778 780
Jamaica 435 642 484 490 450
rp • • i l l rp _ iirmidad and lobago 55 178 156 350 400

Total 73, 736 147, 579 160, 399 136, 210 156, 760

Mediterranean area
Greece 1, 470 3, 781 5, 031 5, 398 6, 490
Italy 11, 701 20, 275 21, 120 23, 351 26, 770
Spain 24, 167 37, 340 15, 376 40, 068 44, 720
Cyprus 441 752 836 1, 268 1, 150
Iran 504 1, 335 1, 386 1, 417 1, 420
Israel 4

8, 652 7, 467 10, 829 10, 170 14, 200
Lebanon 5

1, 093 2, 041 2, 299 2, 614 2, 300
Syria (

6
) 89 82 50 60

Turkey 1, 119 2, 422 4, 464 5, 417 5, 670
Algeria 3, 168 8, 965 11, 702 10, 619 8, 000
Egypt 6, 373 9, 177 7

9, 281 7
8, 840 7

8, 400
Morocco 8 927 5, 887 8, 230 11, 000 11) 500
Tunisia 239 974 li 603 1, 200 1, 400

Total 59, 854 100, 505 92, 239 121, 412 132, 080

Far East
Formosa 897 882 1, 134 1, 200 1,

OAA290
Japan 15, 895 15, 959 24, 387 25, 050 26, 790

Total 16, 792 16, 841 25, 521 26, 250 28, 080

Northern Hemisphere total 150, 382 264, 925 278, 159 283, 872 316, 920

South America
Argentina 9 9, 212 12, 489 19, 200 19, 804 22, 960
Brazil 10 23, 000 33, 880 16, 000 20, 600 22, 500
Chile 10 300 882 866 939 940
Surinam 19 193 184 149 200
Uruguay 1, 300 1, 421 1, 127 1, 004 1, 290

Total 33, 831 48, 865 37, 377 42, 496 47, 890

Other southern hemisphere
Union of South Africa 11 4, 160 7, 341 10, 200 8, 400 8, 700
Australia 12 2, 735 4, 092 3, 668 3, 200 3, 700
New Zealand 23 14 8 8 10

Southern Hemisphere total 40, 749 60, 312 51, 253 54, 104 60, 300

World total 13 191, 131 325, 237 329, 412 337, 976 377, 220

Footnotes are at end of table.
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Appendix table 1.—Citrus fruit production in specified countries, average
7935-39 and 1950-54, annual 1956-58 ^Continued

Grapefruit

Area
Averages

1956 1957 2 1958 2

1935-39 1950-54

xi \J i in iiiiiuiiva I 000 boxes
United States 31, 787 43, 200 44, 780 39, 800 43, 400
Cuba 375 210 190 200 200
Jamaica 213 344 444 375 310
Trinidad and Tobago 174 484 560 990 1 000
British Honduras (

3
) 290 115 188 ' 230

• Total 32, 549 44, 528 46, 089 41, 553 45, 140

Mediterranean area
Cyprus 44 197 182 219 200
Isarel 4

1, 445 1, 380 1, 513 1, 510 1, 720
Algeria 9 67 149 146 100
^Morocco " 10 117 262 262 140

Total 1, 508 1, 761 2, 106 2, 137 2, 160

Northern Hemisphere total 34, 057 46, 289 48, 195 43, 690 47, 300

South America
Argentina 48 278 570 827 940
Surinam (

3
) 57 132 72 140

Other southern hemisphere
Union of South Africa 11 336 473 412 399 460
Australia 3 139 169 144 170
New Zealand 15 78 46 53 70
Southern Hemisphere total 402 1, 025 1, 329 1, 495 1, 780

World total 13 34, 459 47, 314 49, 524 45, 185 49, 080

Limes (acid)

652 2, 044 2, 230 2, 290 2, 370
63 322 400 400 200

1, 194 962 1, 190 1, 080 1, 100

1, 909 3, 328 3, 820 3, 770 3, 670

Footnotes are at end of table.

Mexico
United States
Egypt

Total specified countries
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Appendix table 7.

—

Citrus fruit production in specified countries, average
1935-39 and 1950-54, annual 1956-58 ^Continued

Lemons

Averages
Area 1956 1957 2 lyoo *

1 no c on1935-39 1 A CA C A1950-54

JN ortn America 1,000 boxes
TTr>i + oH ^sto + ocU IllLcQ Q l-dlco y, OoZ id, /y4 16, 200 16, 900 1 7 nrin1

/ , uuu

*jri ccic 446 1, 053 1, ooo 1 RzlQ1, O"±o 1, oou
1 bell V 9, 637 8, 849 ±U, 4UU ft Kf\f\ 1 1, OUU
Spain 1, 445 1, 486 528 1, 180 1, 450
Cyprus 52 151 214 340 300
Israel 4 88 264 259 370 490
Lebanon 5 A a A404 400 493 522 520
1 UrKtJV 7/1

/ 4 A CO4oZ Q1 Aa ±'± 1 979
1, 390

A 1 (Tor! Qrvlgtrl let
i no 070Zl Z 4DU A~\ A410 OUU

-CjgyPT' 81 111 1ZZ £ftDo i no1UU
Morocco 8 18 153 97ft inn1UU
Tunisia 50 241 A 1 O41Z Q9HOZU 200

Total 12, 457 13, 517 15, 376 14, 899 18, 110

iN orthern hemisphere total 22, 009 27, 311 31, 576 31, 799 qp; 1 1 noo, iiu
South America

Argentina 9 371 1, /77 2, 567 2, 550 9 £9Az, ozu
PVn'lo 10 300 783 653 580 rahD4U
Uruguay 150 170 290 363 OOU

Total 821 2, 730 3, 510 3, 493 3, 540

Other southern hemisphere
Union of South Africa 11 59 131 174 159 230
Australia 302 419 372 435 420
New Zealand 65 57 55 56 50

Southern hemisphere, total 1, 247 3, 337 4, 111 4, 143 4, 240
World total 13 23, 256 30, 648 35, 687 35, 942 39, 350

1 Northern Hemisphere: Harvest begins in November of the year shown. Southern
Hemisphere: Harvest begins in May following the year shown. Production in foreign
countries converted to boxes of the following weights: Oranges 70 pounds; grapefruit
and limes 80 pounds; lemons 76 pounds.

2 Preliminary.
3 Not available.
4 Produced in Palestine.
5 Includes Syria.
6 Included in Lebanon.
7 Includes 400,000 boxes produced in the Gaza Strip.
8 Does not include production in areas formerly known as Spanish Morocco and

Tangier.
9 Includes unharvested production.

10 Revised in accordance with a recent survey.
11 Revised to include local and noncommercial production.
12 Production from the bloom of indicated years is harvested the two following

years; i.e., crop from the bloom of 1958 is harvested 1959-60.
13 Revised.
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Other Publications Available

Farmer Cooperatives in the United States, FCS Bulletin 1.

Legal Phases of Farmer Cooperatives, FCS Bulletin 10. L. L. Hulbert.

Three Principles of Agricultural Cooperation, FCS Educational Circular

13. W. W. Fetrow.

The Story of Farmer Cooperatives, Educational Circular 1.

Cooperatives and Agricultural Integration, Sections A, B and C. News.

Reprint 150.

Fruit and Vegetable Bargaining Cooperatives, FCS Circular 25. Wendell
M. McMillan.

Pooling and Other Grower Payment Methods : As Used by Local Fruit,

Vegetable, and Tree Nut Cooperatives, FCS General Report 67. Clyde

B. Markeson,

Interstate Trucking of Frozen Fruits and Vegetables Under Agricultural

Exemption, Marketing Research Report 316. James R. Snitzler and
Robert J. Byrne.

Marketing Adjustments Made by the Texas Citrus Industry to Freezes

of 1949 and 1951, Marketing Research Report 328. Wilbur F. Buck
and Harold B. Sorensen.

Analysis of Returns and Practices of Florida Fresh Citrus Sales Organi-

zations, Marketing Research Report 345. Fred E. Hulse.

Using Your Fruit and Vegetable Co-op, FCS Educational Circular 7.

Organizing a Farmer Cooperative, FCS Circular 18.

A copy of each of these publications may be obtained upon request

while a supply is available from—

Information Division

FARMER COOPERATIVE SERVICE

U.S. DEPARTMENT OF AGRICULTURE
WASHINGTON 25, D.C.


